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.. helps india to build 


.. through building better 
managers 
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from a 


falling 


apple... 


... the principle of gravity. From the flow of rods, wheels, 

castings...‘ Mukand is Steel’. MUKAND 
Mukand steel helps build dams, erect intricate steel i KS 

plants, bridge wild, treacherous rivers...makes a valu- 


able contribution to the nation's striving for a take-off. STEEL 
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$215 


Metal Box is today assisting 200 young 

men to develop management tools and 

to qualify in the many specialist skills 

of modern packaging : 

— ertisans 

— tin-printers 

— craftsmen in photolithography : 
artists and re-touchers, camera 
operators and plate-makers 

— draughtsmen 

— engineers and production trainees 

— technicians in extruded metal packages 


These programmes at Metal Box cover 
in-company training (both in India and 
overseas) and active participation in 
facilities provided by Government bodies, 
national and regional associations. In 
turn, Metal Box has trained men on 
behalf of Government institutes and 


technical colleges, including nearly 30 
trainees from Hindustan Steel. 


Packaging is an essential part of civilized 
life. As the pioneer and leader of India’s 
packaging industry, Metal Box offers a 
variety of interesting and satisfying occu- 
pations, with plenty of opportunities for 
advancement, to the young people of 
today... who will be the experts of 
tomorrow. 
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The Metal Box Company of India Ltd 


CALCUTTA SOMBAY MADRAS DELHI MANGALORE 
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Tomorrow’s Experts 
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Lixra rivulet, the small fingers trace 


— The day oe the language with chalk. Like a mighty torfent, the 


flow of experience passes from generation 


breaks brighter to generation. Here a child grows...here is a home, 
In a home dawns the man of tomorrow. 
tomorrow 


A tomorrow that will bring a little less of care, 
a little more of joy. 


Today and tomorrow...Hindustan Lever serves the home 
BR. 23-x52 with soaps, foods, toilet preparations. 
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ho tel NEW DELHI 


N 


the largest 
luxury hotel 


in India 


. use Bengal Potteries’ hotelware : 


designed for commercial use ; 
treated for extra durability ; 
decorated to suit the customers’ 
individual requirements. \ 


- For information on the range of 
"e, —hotelware available pleage contact 
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This is the new Dunlop symbol. 
A symbol, within its brief compass, should tell 
of the spirit of an organisation, of the way 
|it works and the aims it has set itself. In this 


new symbol is the 


picture of a Company 


ever looking forward, ever crossing 


new frontiers and taking its 


and skill 


knowledge 


round the 


It is the symbol 
of a Company 

that brings to India 
the most advanced 


thinking and technique 
in the world of rubber. 


DUNLOP the symbol of progress 
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THE REPUBLIC 


Of the thousands of poems enJ 
songs, sculptures and paintings, 


architectural splendours and 


‘\ forts of India’s glorious past, nor.> 


GUARDIAN OF 


is more eloquent than the relics 
of armour made with iron and 
steel. Steel was, then, the visib!: 
guardian of kingdoms— swords 
flashing in the sun, glinting spear 
points, arrows flying in the air. 
Steel saved and won kingdoms. 


Today, stcel plays a wider 

and more complex role in India’s 
progress in every facet of 
industry, in every walk of life. 


Millions of tons of iron ore and 
other raw materials are being 
smelted in the roaring furnaces of 
Rourkela, Bhilai and Durgapur. 
Products from these plants are 
already giving a fillip to industries all 
over the country and setting the 

pace for a rapidly growing economy 


The measure of steel production 

is the measure of a nation’s 
economic strength and the fourfolu 
increase of stee] production in the 
second five year Plan and 

further expansion proposed in 

the third Plan mark India’s 

steady stride towards greater 
strength, security and prosperity. 


TAN 
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LIMITED 


Rourkela * Bhilai * Durgapur 
Headquar 
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Man has conquered 

nature by transforming 
his ideas into reality. 

In this effort, oil has been 
his trusted ally, for it 
increases his productivit7. 


By fueling and lubricating 
the machines in farms, 
factory and home, 

oil lessens our burden. 


It powers cars, trains. ships, 
buses and airplanes, 
making travel comfortable. 


Without oil, 
we would have neither 
books nor newspapers. 


Thanks to oil, 

modern man has the time 
and opportunity 

to enjoy life in many ways. 


As an organisation, 

which refines and markets 
vitally needed 

petroleum products, 
Stanvac is participatingin 
the country's progress. 


STANVAC 


STANDARD-VACUUM OIL COMPANY (Incorporated in the U.S.A. with Limited Liability) 
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indian management 


Tension and conflict are inherent in the industrial scheme of 
countries whose political and economic systems operate within a 
democratic framework. Managements would betray naivete if they 
were to believe that the industry’s Garden of Eden will have undisturbed 
peace but for the serpent of unionism. Unions are the managers—and 
not the creators—of protests. As Dr John Coleman, whose article is 
published elsewhere in this issue, points out positive management 
policies can considerably influence the role of unions. 

Towards evolving a satisfactory framework of industrial relations 
we must clear our thinking of what Veblen once described as our 
“trained incapacities’. Such incapacities are shared alike by 
management, unions, and government—the three components of our 
tripartite pattern of industrial relations. Each one of them has to 
orientate its attitudes to the changing Indian milieu. 

The unions, on their part, have to learn to react more maturely to 
the industrial scene. They have, for instance, to discard the attitude 
of glorifying conflict per se—an attitude which is largely a hangover of 
our independence struggle. If, as Shri V. V. Giri points out in an 
other article published in this issue; adjudication is the first enemy of 
working classes, unions have to grow in maturity to contribute their 
share of effort to evolve a less time-consuming and a more satisfactory 
system of settling industrial disputes between the parties concerned. 

Dr Coleman spells out in detail what enlightened management can 
do to canalize union protests in an orderly framework. Ultimately, it is 
the quality of management and its personnel policy which count. Manage- 
ment can contribute a great deal through effective personnel management 
towards creating a climate of mutual trust so necessary to grapple with 
problems that are bound to arise in our industrial development. 

The underlying ideas of government policy play --and will continue 
to play—a crucial role in shaping the pattern of our industrial relations. 
It is, therefore, high time that, as Dr Coleman points out, some of the 
assumptions of the government policy are critically examined. The 
underlying ideas, for instance, behind the code of conduct and labour 
participation in management may be unquestionable. But has their 
veracity been examined vis-a-vis practice? We always have to reckon 
with the proverbial shadow between the idea and the reality. The need 
for a great deal of research in this field is obvious enough. 

Whatever be our lode-stars, we have to evolve a practicable course 
of action geared to be the solution of day-to-day problems. In this 
context, the development of a satisfactory grievance procedure might be 
a more meaningful step to take, though a modest one. All said and 
done, sound industrial relations can be developed only through sound 
personnel policies and practices on the part of managements. 
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Some Problems 


of Labour 


in India Today 


INDUSTRIAL relations play a vital part in 
the establishment and maintenance of industrial 
democracy. The industrial workers in India had 
to go through many stages of privation for several 
decades. 

Till the end of the First World War the trade 
union movement had not taken deep roots in the 
Indian soil. The war brought a new awakening 
among the working class. The workers realized 
that their salvation lay in their own hands. The 
concept of employer-employee relations assumed 
new aspect. The feeling of class consciousness was 
regenerated and the workers resorted to strikes and 
employers retaliated by declaring lock-outs. Indus- 
trial peace was thus violently disturbed. This led 
to the 1929 Trade Disputes Act. 


Background 


Later a Royal Commission was appointed by 
the Government of India which rightly stated that 
the attempt to deal with the labour unrest must 
begin rather with the creation of an atmosphere 
unfavourable to disputes than with the machinery 
for their settlement. For establishing close con- 
tacts and cordial relations between management and 
eeen. the Commission suggested three possible 
ines: 

@ Development of suitable trade unions 
@ Appointment of Labour Officers 
@ Formation of Works Committees 

The Commission also recommended the appoint- 
ment of Conciliation Officers to bring about a 
settlement between parties at the earlier stages 
of dispute. 


@ Based on the text of an address delivered in August, 1961 
by Shri V. V. Giri, Governor of Kerala, at a meeting of 
the Madras Institute of Management. 
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V. V. Giri 


Till 1930 things went on favourably because 
there was one Central Organization called the All 
India Trade Union Congress and generally one 
union in one industry which resulted at the time in 
the unity of the working class and the employers 
realizing that they will have to deal with the trade 
unions. Today the trade union movement is 
divided and is represented by the various trade 
union affiliations resulting in the division among 
the rank and file. 


Adjudication 


World War II brought into existence Section 
81-A of the Defence of India Act which directly 
led to the weakening of the machinery for the 
settlement of trade disputes. The Act continued 
even after the war and has become a permanent 
fixture. Adjudication in my view is enemy No. 1 
of the working classes. The unity of the working 
class has been disturbed by it. The workers relied 
not on the trade unions for bargaining, and the 
trade unions depended not on the sanctions behind 
the demand nor on negotiation or concilitation, but 
on the intervention of courts. Sooner the system 
of adjudication is removed lock, stock and barrel 
from the statute book, the better it is for good 
industrial relations. 

I have always held that the direct action should 
be the last resort of the workers in every industry. 
While I believe that the strike is an inherent right 
of the workers which should be used very judiciously 
by them if they are to gain the advantage, it may be 
good to have a giant’s strength, but it is dangerous 
to use it likea giant. After all it must be remem- 
bered that in spite of great industrial disputes, 
ultimately the leaders of the Unions have to 
approach the administration for the final settle- 
ment of the disputes. I therefore suggest, first, 
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that employers must realize the importance of the 
existence of trade unions in their industry and 
they should rightly recognize any union which 
could deliver the goods to the employers and 
which believes in the democratic and orderly 
trade union movement. 

The old notions which actuated employers to 
run their undertakings on the basis of the principles 
of “demand and supply” must be considered as 
anachronisms, especially when our objective is to 
achieve a socialist pattern of society. Further, 
in the matter of treatment of workers, both in the 
public and private sectors, no discrimination 
should be shown by the Government to either of the 
two groups. With these as the basic principles, a 
methodical approach should be made for the future 
running of industrial enterprises in the country. 


Panel of conciliators 


As a condition precedent, joint standing machi- 
nery of bipartite and tripartite nature should be 
constituted in every industry and in every unit 
thereof. This body should meet at regular intervals 
and discuss all the issues — welfare measures, 
workers’ grievances, rationalization and such other 
problems as are of mutual concern both to the 
workers and employers. The joint and close discus- 
sions would thus dispel conflict and distrust between 
the two parties and the representatives of both sides 
would try to understand and appreciate the view 
point of the other. If agreement could not be 
reached at the joint standing machinery level. 
conciliation boards may be constituted. 

Government should assist in establishing in 
various industries a panel of conciliators from 
among whom both the workers and the employers 
can choose a single conciliator or a board of 
conciliation. They should be entrusted with the 
task of bringing about a greater area of agreement 
and explore the possibilities of solving the differen- 
ces between the contending parties. Asa further 
step in this direction, wherever necessary courts of 
enquiry should be brought into operation which 
will be of the nature of a fact finding committee. 

As an additional measure to solve the differences 
or disputes between the employers and workers, 
the tripartite and bipartite machinery of the labour 
conference should play its role. Instead of ad hoc 
bodies, which meet once or twice a year, there 
should be a permanent machinery at the State 
as well as the all-India levels with adequate staff 
and technical experts collecting up-to-date informa- 
tion and full facts and figures relating to the finance 
and technique. Further, this machinery should have 
under its aegis different panels for each of the key 
and basic industries consisting of representatives 
of employers, workers, and technical experts. 

This body should come into operation and hear 
an industrial dispute, which is not settled at the 
level of the conciliation board. The permanent 
tripartite machinery would be in a position to 
place at the disposal of the expert body the basic 
facts collected by them. This would facilitate the 
experts to deal with specific issues of strikes and 


lock-outs, and to try to solve the differences and 
bring about a settlement. Past experiences have 
proved that on major issues such as lay-off 
and retrenchment, agreements were reached by 
the parties to the satisfaction of the different groups 
by such tripartite meetings. After that legislation 
could be easily introduced giving a legal sanction 
to such decisions. 


Voluntary arbitration 


If for any reason there remains some points 
unsettled through these different agencies, active 
steps should be taken by Government, trade unions, 
and employers’ organizations to persudae the con- 
tending parties to a dispute to agree to voluntary 
arbitration. An agreed panel of arbitrators should 
be likewise prepared by the government in con- 
sultation with the parties from among whom arbit- 
rators may be chosen to give judgment on the 
differences. If the arbitrators are not able to agree, 
conventions must be built to appoint an umpire, 
well-versed in the knowledge and experienced in 
the settlement of disputes, commanding the 
general confidence of both the parties. He should 
hear the dispute with assessors from both sides 
sitting with him. 

If this idea is actively propagated, in course of 
time, traditions and conventions would be built up 
to follow this line of action and, during a decade 
or two, there would emerge a panel of expert arbi- 
trators who would have established for themselves 
a reputation and status for impartiality, wisdom, 
and experience. 

However, it must be distinctly understood that 
collective bargaining and mutual negotiations 
should be given full scope at every stage of the 
dispute or a threatened dispute. The different 
processes that have been outlined here are intended 
to bring the parties together to emphasize the 
spirit of agreement and good will rather than magni- 
fying differences. While these measures are intend- 
ed for peaceful times, the government can always 
have recourse to emergency regulations when there 
is a threat to law and order or when a threatened 
strike or lock-out might result in irremediable 
consequences to the community. Since the Govern- 
ment has the inherent powers to tackle emergencies 
when they arise, it is not necessary to introduce any 
special provisions in the normal working of the 
employer-employee relations. 


Public opinion 


Ultimately, public opinion would play a decisive 
role in inducing the parties to honour the findings 
and accept the decisions of these bodies. If the 
foundation of such a machinery as has been des- 
cribed here is laid on a sound basis, and it is put 
to practise in right earnest, this would pave the 
way for the realization of industrial democracy 
in the country. 

The personnel officers can play a large part in 
securing peace in industry. I would like employers 
and employees to study the aspects of the problems 
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that I have outlined and help in the successful 
implementation of the Third Five Year Plan. The 
personnel management machinery—whether in the 
form of welfare officers or more specifically of 
personnel officers—would be sucecssful only if the 
following conditions are adhered to: 


@ The employers who appoint these officers 
should not consider them as their mere agents 
or subordinates to carry out their dictates. 
Their advice should be taken by the employers 
in good spirit and their views should have 
the fullest consideration of the employers in 
their deliberations. 

@ The personnel officers have to play a dual role 
of interpreting the grievances and demands of 
the workers to the employers and also explain- 
ing to the workers the various policies of the 
management so that proper understanding 
may result and good industrial relations 
may be maintained between them. They 
should act in close liaison with the trade 
unions and employers’ organizations and 
should be present at various levels to help in 
negotiations between the representatives of 
the workers and the employers by assisting 
them by their inside knowledge on personnel 
matters connected with the industry thus 
actively helping them in realizing just con- 
clusions and agreements. They should 
have complete freedom to act in the best 
interests of both the workers and the 
employers. 

@ They should realize that while these officers 
form a part of the industrial set-up, they 
should be regarded as having an essential role 


in ironing out the differences and in solving. 


the problems that arise in industries from 
day-to-day. 

It may be interesting to study in this regard 

whether a pool of personnel and welfare officers 


as has been attempted by the Government in the 
public sector, can also be established by 
employers’ federations from amongst whom 
officers may be drawn to work in different indus- 
tries in the private sector. 


Porsonnel officers’ pool 


The officers in the pool could be brought under 
several grades depending upon their qualifications, 
experience, and ability. Their service conditions 
could be regulated better by the employers 
federations evolving an acceptable code or by 
statutes. Such a cadre of officers would have the 
advantage of being the independent in dealing 
with the workers and employers. 

At a later stage, it could aslo be experimented 
whether these officers could not, for obvious reasons 
be transferred from one unit to another if not from 
one industry to another. This would also increase 
the number of officers who could thus gain experi- 
ence in various industries, thereby meeting the 
increasing need of trained men to manage the 
human element in industry so vital to the fulfilment 
of various plans. 

In view of the changed political and economic 
set-up in India, the personnel management has to 
adapt to new environments, when greater scope is 
being extended to the workers and they are called 
upon to associate with management in the 
industries. 

India being wedded to a socialistic pattern of 
society, the functions of personnel management in 
the new set-up therefore require a re-orientation 
in the approach of the management and of the 
working class and in their outlook and actions. 
Personnel officers should be aware that they have a 
great role in the future advancement of industries 
and also in making up the machinery of personnel 
management endear itself both to workers and 
employers. @ 
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THE vital part which the expansion of indus- 
tries, especially the steel industry, will play in the in- 
dustrialization of India, hardly needs recapitulation. 
Apart from the huge capital investment, particularly 
in the existing steel plants in the public sector, a 
vast amount of additional capital is to be ploughed 
into the economy during the next five years. In 
fact, something like Rs. 10,000 million will have 
been invested before the end of the Third Plan in 
the public sector steel plants. 


Implications 


Two aspects of this investment are vitally im- 
portant. The injection of a large amount of capital 
into these projects, and thereby into the economy, 
is likely to cause inflation, unless adequate pro- 
duction in the form of goods is ensured to counter 
inflationary tendencies. Also, without the goods 
produced by these steel plants, consumer goods 
industries will be starved. The present emphasis 
on steel production is, therefore, partly due to the 
realization that the omission of a steel plant in the 
First Five Year Plan resulted in higher imports of 
steel during the Second Plan, with a consequent 
drain on foreign exchange. 

I think there should be full discussions on all 
matters concerning the working of steel plants in 
the public sector, including their alleged faults and 
omissions. Of course, there are disadvantages when 
these faults or omissions are publicly discussed, 
because such discussions tend to have a depressing 
effect on the morale of the employees concerned. 
There are other obvious disadvantages of any ill- 
informed or misguided criticisms. Despite these 
disadvantages, there is undoubtedly a need for a 
wide forum for discussion and debate. 


@ Based on a speech delivered by MrJ.M. Shrinagesh at 
the AIMA’s Second Advanced Management Programme. 


STEEL 
IN THE 
PUBLIC SECTOR 


J.M. SHRINAGESH 


I would like to examine some of the criticisms 
which have been levelled against steel plants in 
the public sector. 

One of the questions often asked is—why 
should India have an additional steel plant in the 
Third Plan period? Objections have been raised 
by countries which expect that India might export 
steel and compete in their markets. Objections 
have been raised within the country that a new 
plant is not likely to function well, particularly 
when the existing ones have not so far been satis- 
factorily managed. 

The case for an additional steel plant is, how- 
ever, based on sound reasons. Our installed 
capacity at the beginning of the Third Five Year Plan 
will be 6.9 million ingot tons, though we are only 
producing a little over 4 million tons at present. 
The demand at the end of the Third Plan is estimat- 
ed at between ten to twelve million, i.e., another 
four to five million ingot tons over our capacity. 
After the expansion of the present three public 
sector plants, which will add three million tons to 
our installed capacity during the plan period, 
our installed capacity will fall short of our estimated 
demand by two to three million tons. Another steel 
plant is, therefore, clearly necessary; and, if it 
is to produce steel during the Third Plan period, 
should be started at once. 


Additional plant 


If we expand enough to meet the demand, by 
the end of the century we ought to reach an installed 
capacity of 100 million tons. Japan will have this . 
capacity in 1975, yet Japan has to import practically 
all its raw materials. By the end of the century 
we shall be consuming steel at the rate of 20/25 
kilograms per head which is the consumption of an 
under-developed country. Surely we should make 
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more efforts to increase our steel production if we 
want to be an industrial nation. China, which had a 
capacity equal to oursin 1952, has now outstripped 
us by nearly four times our present capacity. 

At the time our new plants were planned, it was 
considered advisable to install plants at a million ton 
capacity, expansible to about three million tons. 
Now technological improvements have permitted 
plant of higher capacity. Some steel making 
countries, like the United States and the Soviet 
Union have plants of more than six million ton 
capacity. We have now, therefore, to think in 
terms of a new plant with a higher ultimate capacity. 
Moreover, because of initial teething troubles, let 
us not decry the efforts of Indian workmen and 
condemn them as incompetent. My own opinion 
is that the Indian workmen have, when given the 
necessary guidance, proved equal to, if not superior 
to, workmen in other countries. 


Issue of autonomy 


It has frequently been suggested that tne three 
plants in the public sector should be independent 
and autonomous, and not under one controlling 
corporation. Mr Asoka Mehta had described 
Hindustan Steel as a “monstrous monopoly”. 

Originally, the first plant came into being as a 
separate independent unit. But as other steel plants 
were established in the public sector, it was thought 
advisable to have some form of unified co-ordina- 
ting agency to provide for a better accountability 
to the Ministry and to the Parliament. Another 
reason for co-ordinating the activities of the three 
plants is to permit integrated operations in the 
starting of joint operations like common washeries. 
In the absence of a co-ordinating agency to 
canalise production, co-ordinate purchase and sales 
and general conditions of employment, the Ministry 
would have to undertake all this work. This work 
should, however, be better left to an agency which 
should, as far as possible, be independent of 
Government. 

It has also been maintained that the fourth 
plant at Bokaro should not be started because we 
have, as yet, not been able to manage satisfactorily 
the existing plants. ! would admit readily that 
Hindustan Steel is short of technical and managerial 
personnel, and that it is passing through a period 
of “teething”. But I would never admit that we 
cannot get over these initial troubles quickly nor 
that we are incapable of improving, nor that we 
are incapable of learning or gaining from the 
experience of the last few years. 


Question of efficiency 


The question of efficiency of the public sector 
vis-a-vis the private sector is often posed. This 
question has arisen prominently in regard to 
steel, because of a slight misunderstanding about 
installed capacities and actual production. Most 
people expect that, with an installed capacity of six 
million tons, we should produce six million, if not 
more immediately. Yet, countries experienced in 
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producing steel do not match their actual produc- 
tion with installed capacity. The United States, 
Great Britain, and Japan, for instance, are produc- 
ing 60, 70, and 85 per cent. of their installed 
capacities respectively. In spite of their greater ex- 
perience in steel, the private sector steel plants too 
have not been able to reach full capacity in the 
first two years of their expansion. 


Disadvantages 


There is no reason why a public sector plant 
should not be as efficient as its counterpart in the 
private sector. Of course, there are inherent dis- 
advantages in the public sector, but there are also 
advantages to compensate. 

The main disadvantages arise from the fact that 
public sector undertakings have to cater to, and to 
make allowance for, matters which would not 
strictly be within the purview of their normal 
business. For example, for oil in Assam a private 
undertaking might have contemplated setting up 
only one refinery, preferably near the area of 
greatest consumption, or near a port where supply 
and distribution might have been cheaper. How- 
ever, considerations other than economic have 
weighed in setting up one refinery in Assam and 
another in Bihar. 

Public sector undertakings are also constantly 
bedevilled by considerations such as the socialistic 
pattern of society; the necessity to think in terms of 
levelling incomes and amenities and thereby, 
possibly reducing incentives, and of failing to 
obtain the best men; or thinking of gearing up the 
organization to meet the requirements of govern- 
ment policy, organization such as_ increased 
employment of men rather than more economic 
use of machinery. There are other similar consider- 
ations which would not necessarily weigh with 
private undertakings, which are run on purely 
commercial and economic lines. 

However, when comparison is made between 
a public sector and a private sector undertaking, it 
should be made only on the basis of economic 
results. It is now being increasingly recognized 
that a public sector undertaking must be run on 
commercial lines and for economic considera- 
tions, and itshould be more and more indepen- 
dent of Government. For example, in Britain 
the nationalized industries are now expected, 
according to a recent White Paper on “The 
Financial and Economic Obligations of the Nation- 
alized Industries’, to so run themselves in the 
future so that, over the five year period the earned 
surpluses partly contribute towards their capital 
development. 

A public sector undertaking has some advantages 
over a private sector undertaking. It has not the 
same problems about initial capital or day-to-day 
working capital. (This may or may not be an 
advantage.) It has been said that a public sector 
undertaking is able to obtain licences and other 
controlled items more easily, though this is not 
necessarily so. It has often (mainly for control 
purposes) Government representatives on its Board 
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of Directors who, it is alleged, may be able to get 
for it the sympathetic ear of Government. 

These may or may not have been unmixed 
blessings and they may have furnished certain 
advantages in the past. But, it has been decided 
that public sector undertakings should be indepen- 
dent and be run on commercial lines, without dis- 
crimination or favour. 

Some of the problems of a public sector under- 
taking arise out of its accountability to Parliament, 
especially the mode of ensuring such accountability 
Of course, it is very mecessary that public 
undertakings should be strictly accountable to 
Parliament through the Ministry concerned. But the 
improper use of audit objections, and post-mortems 
before the Public Accounts Committee and the 
Estimate Committee can be very damaging to 
morale and initiative. A constant spotlight on 
happenings in a public sector undertaking can 
also be very damaging to morale. 


Accountability 


The accountability of public sector to Parlia- 
ment can be better ensured not by the use of 
parliamentary freedom to discuss trivial, but, as 
is being contemplated now, by a judicious use 
of a Select Committee which will make a 
special study of a particular industrial enterprise 
in the public sector and prepare reports for 
Parliament. 

Constant spotlighting of the working of a 
public sector undertaking might dampen initiative 
and morale. Take the example of the recent 
damage to the slabbing mill at Rourkela. Bolts 
connecting the shaft to the rotor had_ broken. 
To connect a seventy-one ton rotor with a main 
shaft by a number of sleeves and bolts, seems 
an unusual design; but it cannot be said, without 
very complicated and detailed investigation, 
whether the breakdown was the outcome of faulty 
design, maintenance, or incorrect operation. But 
the criticism levelled against this plant rather be 


unjustly in this instance—have caused a great deal 
of depression, and considerable damage to morale 
and the tempo of work in the plant. 

This plant has also been frequently criticized for 
low production, yet by comparison its production 
is not worse than the production of the expanded 
part of a private sector steel plant in the neighbour- 
hood. The public do not even know that one 
of the subsidiary plants in a private sector steel 
works has not functioned ever since its first erection 
some years ago. 


Experimenting 


The question of experimenting and risk-taking 
has a peculiar signficance for the public sector 
undertakings. Very few managers, however enter- 
prising, will undertake experiments with unproved 
plant and equipment belonging to the public, 
particularly if the eyes of Parliament are on them. 
Yet such risks have to be run if a public sector 
plant is to compete with a private sector plant. 
For instance, when none of the private sector 
plants in India and very few in other countries, 
undertaken the LD process of making steel, 
had Rourkela took the bold risk of installing the 
LD process, which has now proved to be very 
successful. 

The operation of the LD process Plant inc‘dently 
is most spectacular, because it is of a novel concep- 
tion—the blowing of oxygen on hot steel at super- 
sonic speeds. Though the steel is admittedly as 
good, if not better than other steels, the Petroleum 
Institute has not yet accepted LD steel for high 
pressure pipes. 

Hindustan Steel has unquestionably a vital role 
to play in the crucial stage of our economic develop- 
ment. And in this stage it has also a great deal 
to learn in the initial years of its existence. In its 
education, public scrutiny can play a vital part in 
encouraging it to progress on the right lines both 
towards self-development and the development of 
our economy. @ 
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GERALD G. FISCH 


LINE-STAFF IS OBSOLETE 


...and should be 
replaced by the 


functional-teamwork concept 


HAVING grown up under the line-staff concept, 
we rarely question it. No matter how much it 
gets in the way of our progress at times, no one 
seems to dare even to suggest that it ought to be 
replaced. However, since World War II, companies 
dissatisfied with the “form” of their organization 
have been experimenting with: 
@ Decentralization versus centralization. 
@ Functional organization versus product 
organization. 
@ Committee management versus individual 
authority. 
But no one conducted an experiment on an 
equally grand scale to discover alternatives to the 
line-staff (L-S) concept, which may well be the 
cause of much of the administrative confusion 
from which many companies suffer. 

The concept is useful when a company’s product 
lines are simple and not subject to frequent changes 
over the years. It is the larger company whose 
products are in constant flux that has the serious 
problems with the L-S concept. 


Evolution of L-S 


Most authors trace the L-S concept to military 
organization. Line officers are those who, in 
theory at least, stand in the lines of combat. 
Staff, however, refers to two distinct functions: 

@ In the sense of the General Staff, which is 
some what analogous to a board of direc- 
tors that formulates policy and makes 
major decisions. 

@ In the sense of the management of support 
activities: i.e., the Medical, Supply, 
Ordnance, and the Signal Corps. 


Gerald G. Fisch in the September-October 1961 issue of 
Harvard Business Review, to the Editor of which we are 
indebted for permission to use the material. (Ed. 1.M.) 
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The term staff is used in business today in the 
latter sense—meaning a support organization for 
the main line activities. 

One of the earliest American expositions of the 
line-staff concept was by F. W. Taylor in 1911 in 
Shop Management, which advocated the use of the 
military plan of L-S organization as a method of 
simplifying shop work. The upshot of his proposal 
was the labelling of production planning as a 
staff function. 

A number of companies, to be sure, have 
experimented with all manner of variations on the 
theme, including those where the foreman continues 
to be responsible for quality control and inspection 
as well as for quantity and cost of production. 
But the variations come and go, while the L-S 
concept remains. Thus, beginning with manu- 
facturing, the practice has been, whenever a function 
became complex, to segregate various aspects of 
this function and label them either line or staff 
activities. 

The line-staff concept was first applied on a 
grand scale to American industry in a period when 
product lines were relatively stable, when companies 
manufactured a comparatively homogeneous pro- 
duct line, and when the factory was the centre of 
operation. Then the chief factor in a company’s 
growth was the technical improvement it could 
make in manufacturing methods and processing 
techniques. 

As companies became larger, the general L-S 
concept was applied to all the functions of the 
corporate enterprise. A contributing reason for 
this extension of L-S was that most of the early 
heads of these companies received their basic train- 
ing in manufacturing where line-staff division had 
first taken root. The result has been the indiscri- 
minate application of the concept, which appears to 
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be the cause of many of the organizational problems 
faced by modern American industry. 

Whereas the hub of corporate life used to be in 
the one simple factory, today it is in the product and 
service mix. Product lines are so complex that an 
industrial classification is at best a tenuous exercise 
in semantics. Steel mills sell plastics and non- 
ferrous alloy products; and brass companies have 
gone into the aluminum business. Many of the 
larger companies like General Motors, Union 
Carbide, and Olin Industries are so highly diversified 
that they cannot be stated to be in any one industry 
at all. Indeed, the only way in which any good- 
size American company may be understood is 
through a complete and thorough examination of 
its total product line. 

Therefore, there must be something wrong with 
a concept which treats as advisory or support 
groups those functions that create the hub of 
today’s manufacturing enterprises. 

Even the military services which, at one time, 
relied so heavily on line-staff divisions have started 
having problems with the concept. In the last war, 
the authority of field commanders was diluted, 
and more and more authority was vested in the 
General Staff. Currently, with the speed of war 
accelerating and with communications improving 
constantly, increasingly greater centralized control 
over larger and larger groups of armed forces has 
become a reality—if not a necessity. 

It is readily apparent that communications is 
one of the key factors in command, in the wielding 
of authority, and in its delegation. The line- 
staff concept for industry was, at best, designed for 
an elementary communications net-work such as 
existed in the early 1900’s. - The communications 
system as it is now—and as it will be in the latter 
part of this century—is incredible in its capacity to 
handle complex situations, in its.ability to interpret 
and relay data quickly, and in its capacity to make 
computations at a speed which, even fifty years ago, 
would have defied the imagination. 


Profound changes 


Even the physical movement of personnel for 
supervisory purposes had been considerably accele- 
rated. Today, with modern data processing, 
one manager can probably receive as much 
pertinent data on fifty factories located through 
out the world as he could have got fifty years 
ago on one factory in one location, making a 
simple product line. 

Improved communications have thus streng- 
thened the hand of the chief executive in terms of 
his ability to centralize authority. The power of 
decision-making by subordinate line managers, 
on the other hand, has been reduced in many 
situations. For them better communications means 
that their job is one of obtaining co-ordination and 
co-operation between departments in response to 
orders from above. And, conversely, since the 
traditional staff functions can now report directly 
to the chief executive or his delegates, their influence 
has been expanded. 


The resulting problems affect practically all 
areas of business. In any company, for example, 
instances can be found where, if the controller 
had more authority to initiate action to remedy 
inefficiency in both manufacturing and sales, 
substantial savings could be achieved faster than 
under the pure L-S system where the controller 
may only function as an adviser. In fact, in 
company finance the controller’s role today is 
undergoing a _ revolution, and perhaps rigid 
adherence to the line-staff system (where it occurs) 
is one of the last remaining obstacles to his 
full utilization. 


Resulting problems 


Financial departments have become the nerve 
centres of many large modern corporations. As 
a result they, more than anyone else, arein a position 
to suggest sound decisions in certain crucial areas. 
To imply that this control of the nerve centre is 
under today’s conditions merely a staff and advi- 
sory function is being increasingly recognized as 
unrealistic. 

The same situation obtains in the field of Jabour 
relations. Under the L-S concept, negotiations of 
union contracts come under the authority of the 
heads of manufacturing. Yet there is an area of 
confusion as to who should be responsible for 
negotiating a union contract—the vice-president, 
of industrial relations, the labour relations director, 
the vice-president of manufacturing, or the presi- 
dent? 

The line-staff concept affects manufacturing 
in two ways: 

a. In the relationship of manufacturing with 
staff departments which, at least on the 
organization chart, are of equal or higher 
status than in manufacturing. 

b. In the relationship between manufacturing 
and those staff departments which are sub- 
ordinate to the head of manufacturing. 

In most companies, the cohesion between pro- 
duct planning, purchasing, plant personnel depart- 
ments, and the line operating departments is reason- 
ably satisfactory. Yet the practice continues to 
pay lip service to the original concept, and with it the 
endless wrangles and arguments. In some instances 
disputes are resolved through a_ well-designed 
organization manual, in others through a fight 
to the finish between the chief of production 
planning and the general foreman. 

Under the traditional L-S concept the mandate 
of the sales department is far from clear. Fre- 
quently, excessive inventories need to be maintained 
for any given level of customer service because 
the line-staff concept does not permit smooth 
co-ordination between sales and production. An 
analogous situation has forced a company like US 
Rubber to set up a separate and costly sales 
production co-ordination department for its tyre 
division. Indeed, one of the key reasons for 
stating that the L-S concept is obsolete is the age- 
old wrangle between sales and production in a 
situation where each one has unilateral authority 
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over its own function and each manager is a line 
boss, and co-ordination is supposed to be accom- 
plished by some staff scheduling group. 

Also, problems arise with product lines when 
research, development, and engineering are con- 
sidered staff functions. This is especially true in 
the area of new product development. 

Undoubtedly, one of the answers to the 
dilemma faced by automobile industry may be to 
consider centralized control of all technical and 
commercial decisions concerning the product line 
for the entire corporation—not as a staff function, 
but as a line function. This, of course, would 
require a major departure from the L-S concept 
because the various technical and commercial 
research departments are not accustomed to 
this form of co-ordination. 

The basic L-S concept as it operates at present 
in the United States takes two broad forms, both 
of which appear to be completely obsolete: 

® The functional concept—All functions of a 
manufacturing company are divided arbi- 
trarily into line and staff. There are only 
three line functions—genera! management, 
manufacturing, and sales (or marketing). 
All other functions are perceived as staff 
functions in most companies. 

@ The people concept—In terms of people, the 
L-S concept arbitrarily divides all managers 
and key personnel in industry into two 
classes—line personnel and staff personnel. 


Towards a new concept 


It is particularly interesting to note that re- 
search, development, and engineering personnel, 
as well as the functions they perform, are almost 
uniformly classified as staff. The consequence of 
this particular folly alone makes the L-S concept 
obsolete. 

Of late a noticeable trend is emerging in the 
way many companies are conceptualizing their 
organizational frame-work. This trend may be 
described as the functionalteam-work concept, ot 
F-T (in contrast to L-S). 

Regardless of the conceptual approach that a 
company takes to organization, any new organi- 
zational scheme must include all the functions 
performed under the old form of operations— 
only it must perform them better. The goal of 
any organizational scheme is to achieve a type of 
grouping that not only permits the highest level of 
corporate efficiency but will suit realities of the 
present and foreseeable future. The functional- 
team-work concept meets this test better than the 
L-S concept. 

There are five main criteria that, any modern 
concept, includihg F-T concept, must meet: 

@ Proper emphasis must be placed on the 
truly important functions of any enterprise, 
whether its objectives be profit or, as in a 
government department, efficiency. 

@ People at work must be aided, not hindered 
by the organizational structure under which 
they operate. 
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@ The organization must be able to adapt to 
changing circumstances. 

® Relative simplicity of operations must 
replace complexity and duplication where 
these now exist. 

®@ Proper balance must be achieved among 
these logical functional groupings. 

The F-T concept attempts nothing more than 
to measure up to these criteria better than does 
the L-S system. It does so by postulating that a 
practical organizational system requires a natural 
division of responsibility, and then demands that 
each function co-operate with every other function 
in a team effort aimed at achieving the total cor- 
porate objectives. In terms of functions the F-T 
system will: 

® Cover all necessary tasks and give appro- 
priate weight and authority to each. 

®@ Achieve a logical—rather than an arbitrary 
—separation among these functions. 

In terms of teamwork the F-T concept will: 

® Attain co-operation on a day-to-day, inter- 
functional basis, with a minimum of 
recourse to formal committees. 

® Deliberately set up conflicts to achieve the 
best economic balance between functions 
whose interests, when narrowly interpreted, 
are at variance. 

@ Encourage maximum co-operation and 
co-ordination at the lowest practical 
hierarchical level in all functions. 

® Bring only major divergences to top 
management for resolution. 

@ Finally, through a double check-and- 
balance system, force teamwork, not for 
its own sake but to best achieve the over-all 
objectives of the total organization. 


Common denominators 


The success of the F-T concept depends on 
placing proper emphasis and balance on the truly 
important functions of any enterprise. We can 
define the basic functions if we reduce all the 
activities of a business to their simplest common 
denominators—specifically to business functions 
that can be grouped around fime, resources, and 
human inter-relations. 

Functions that must be controlled on a time 
basis may be called process functions. By this, 
we refer to those business activities which are like a 
100-years—although there is a beginning and 
an end, the race must be won over and over again. 
A partial list of these would include: 

Product design 
Purchasing 
Manufacturing 
Advertising 

Physical distribution 
Billing 

Two process functions which have been re- 
cognized from the beginning are, of course, 
manufacturing and sales, but others such as those 
just listed have not been so recognized in the 
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L-S system. In industry today the true line 
functions are essentially process functions. 

Functions which involve the acquisition, 
disposal, and husbanding of a wide variety of 
resources—tangible and intangible, human and 
physical—may be described resources-control 
functions. Thus, in its business, any company 
uses a wide range of resources, which are the 
tools by which it generates products and profits. 
These include: 

@ Money obtained from share-holders, banks, 
and insurance companies. 

®@ The diverse skills of people. 

@ The facilities required. 

@ Necessary patents and inventions. 

The functions which control resources are the 
watch-dogs of the corporation, concerned with the 
input, output, and most efficient utilization of 
all the company’s resources, and serve as an 
independent check and balance control on the 
process functions. 

The function which directs the company’s 
communications effort as it affects the behaviour 
of people inside and outside the company— 
within the framework of the company’s legitimate 
objectives—may be called the relations function. 

The timing, effectiveness, and cohesion of all 
corporate communications are major factors in 
company success or failure. It is a fact that most 
companies, like most individuals, are poor 
communicators, and the L-S approach to corporate 
communications does not help things. Indeed, 
when one deals with the various staff and line 
groups charged with relations responsibilities in 
most corporations, the corporation appears to be 
a multi-headed monster without cohesiveness of 
direction or any consistency in its objectives, and 
without the means of expressing these objectives. 

The relations function seeks to remedy this 
confusion by co-ordinating all communications 
so that they will achieve desirable and results for 
the corporation. It concerns itself not with what 
is to be communicated, but with the how and when 
of commmunications, and thinks constanly of 
the effect that communications will have on the 
recipient. 

Under the F-T concept, general management, 
having delegated, effective control over process, 
resurces, and relations functions, is freed from 
day-to-day responsibilities and enabled to con- 
centrate on seeing to it that teamwork between 
the functions takes place. Under the L-S concept, 
on the other hand, where effective checks and 
balances do not usually exist, many chief execu- 
tives spend most of their days fighting one fire 
after another, fires which would never occur or 
certainly never reach their desks if their companies 
were properly organized. Thus, in a way, the 
F-T concept forces general management to con- 
centrate its efforts on the following functions: 
Establishing corporate philosophy. 

e@ Setting corporate objectives and targets. 
@ Developing and approving plans and pro- 
a 


grammes for the achievement of objectives. 
Developing and adjusting the organization. 


@ Offering specific leadership to the people 
in the company. 

e@ Exercising total managerial control of the 
enterprise. 


How it works 


Suppose that the Jones Company, a manu- 
facturer of food products, is organized according 
to the F-T concept as shown in Exhibits I and 
II. Let us also imagine that the company has 
been having difficulty in keeping costs dcwn to 
a competitive level on a certain line of jams. The 
director of manufacturing (see Exhibit I) believes 
that his cost problems can be solved by the 
purchase of some very expensive, automated 
equipment that will turn out jams in a_ limited 
line of jar shapes and sizes. 

The director of sales and distribution, on the 
other hand, believes that he would have increased 
difficulty in selling jams in the limited range of 
jars produced by the automatic equipment. A 
large variety of shapes and sizes, he argues, are 
a vital necessity to his salesmen, in order for 
them to meet competition. 

Under the F-T concept, this difference of 
opinion would never arise because the specific 
responsibility for deciding the company’s jam line 
would be assigned to the product manager. It 
would not be left to haphazard adaptation as a 
result of the compromise settlement of arguments 
between sales and manufacturing. Team-work is 
involved because manufacturing, sales, resources, 
and relations people are, of course, consulted as 
to the future product line—but the decision is not 
theirs. Once general management has approved 
the corporate commitment and consequences 
inherent in the product plan, the rest of the 
organization smoothly goes into action. 

The “functional-teamwork concept” is by no 
means visionary and impractical. Experience has 
demonstrated that whenever specific companies, 
or even whole industries, in the United States 
face unusual stress situations in any one functional 
area, they have invariably used a part of the same 
general approach suggested here as the functional- 
teamwork concept to get them out of trouble. 


Why wait for crises? 


It appears that the simplification and improve- 
ment of our fundamental concepts of organization 
are indeed necessary if we are to meet the challenge 
of the 1960’s. Indeed, organization as a manage- 
ment art has lagged behind advances in marketing, 
in research, in manufacturing methods, and in 
human relations. Our present conceptual frame- 
work of organization needs attention. 

Successful companies have moved in bits and 
pieces towards the functional-teamwork concept 
as soon as they have found themselves in stress 
situations. If something like the functional- 
teamwork concept were adopted, executives and 
employees in general might be better enabled to 
work more efficiently and harmoniously towards 
total success. @ 
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(THE Second Five Year Plan recommended 
increased association of labour with management. 
The Indian Labour Conference came to the con- 
clusion in 1957 that this should be achieved on a 
GY CNS MST voluntary basis, not through legislation. Accord- 
lems faced by Indian who has 
made a first se state p gent by ‘emsoutation ingly, in hope and faith, seven public sector units 
with management, both in India and abroad. and seventeen private sector units launched this 
experiment in the form of joint councils. Time 
and experience have necessitated second thoughts 
on the subject. The question is, whether such 
councils can succeed in any environment, or 
certain conditions must exist for their successful 
implementation? At a meeting of the Bihar 
Central Labour Advisory Board held in July, 1961, 
there was almost unanimous opposition from the 
trade union representatives to the extension of the 
scheme without further examination. In this 
context, the experiment of employee association 
with management now in operation in Tata Steel 
at Jamshedpur may be of interest. 

It is common knowledge that the very concept 
of joint consultation is western in origin. It was 
therefore thought that first hand knowledge of the 
working of different patterns of employee associa- 

° - tion with management in some of the European 
Experimenting countries would be helpful. The author was 
accordingly deputed in 1956 by the Tisco to 
° make an intensive study of such schemes in 
with Germany, Yugoslavia, Sweden, and Belgium. 
The object of this visit was to glean such lessons 
as could be usefully applied at Jamshedpur, and 
Employee not select any particular foreign scheme for local 
transplantation. 
The latter course, though tempting, would have 
Association been most unwise since institutions are but 
; responses to the environment, and the environment 
differs from time to time and from country to 
country. For the purpose of this article, a brief 
reference to the experience of West Germany, 
Sweden, and Yugoslavia would, however, be of 
interest in assessing the Indian experiment of 
employee association with management. 

In the case of West Germany, the experiment of 
co-determination, according to the 1951 enactment, 
whereby workers’ elected representatives sit on the 
board of directors of selected industries, and the 
management board must include the labour direc- 
tor, is limited only to iron, steel, and coal mining 
industries. At lower levels in these industries and 
in others, there are works councils constituted 
under the Works Constitution Act of 1952, and 
not co-determination in the sense of joint decision- 
making. In most German industries, management 


K. KHOSLA retains authority and have virtually no other 
obligation than to inform, consult, and hear the 
other side. 


Except for the extension of co-determination to 
holding companies under certain conditions, co- 
determination has not spread to any new industry 
since 1951. The workers are kept informed through 
periodic meetings and conferences and weekly or 
fortnightly news bulletins, and for their education 
and training, facilities are available at some half a 
dozen schools run by the Trade Union Federation 
(DGB), and at the social academies. According 
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to Ludwig Rosenberg of DGB, co-determination 
had not retarded economic or technical progress 
and had definitely brought social gains. It may be 
said that mutual understanding and co-operation, 
fullness of discussion, and the workers’ training 
programmes undertaken by the unions are some of 
the basic causes of whatever success the scheme 
of co-determination and joint consultation has 
achieved in Germany. 


Experience abroad 


In the case of Sweden, enterprise councils were 
introduced according to a 1946 agreement between 
the Confederation of Swedish Trade Unions and 
Swedish Employers’ Confederation. These coun- 
cils are organs of information and consultation 
only. Disputes arising out of the application, 
extension, cancellation or interpretation of collect- 
ive agreements or the regulation of working condi- 
tions are specifically excluded from the scope of 
the enterprise councils. Steps have been taken 
on both sides to provide special training facilities 
for supervisors and workers and to keep the fore- 
man and the general body of workers informed of 
the activities of enterprise council. 

It must, however, be remembered that the 
Union membership in Sweden covers about 98 or 
99 per cent. of industrial labour so that there is 
little incentive to seek additional strength through 
the process of the joint enterprise council, nor is 
the council considered as a rival to the trade union. 
In fact, unions in Sweden believe that it is not 
their function or of any joint consultative body 
to participate in management decisions and 
they should only seek to co-influence, and not 
co-determine, such decisions. 

In Yugoslavia, the workers’ council in each 
enterprise is elected by all its workers, technical 
personnel, engineers, and executives by direct 
secret ballot. Apart from approving the basic 
plans and final accounts of the enterprise and 
ensuring the fulfilment of the economic plan, the 
council appoints a Management Board for day- 
to-day management of the enterprise within the 
framework of the council’s directives. 

Considerable stress is laid both on communica- 
tions and training. Through quarterly conferences, 
written reports of council decisions, newspapers 
and bulletins, and continuous union contacts, the 
workers are kept informed of the activities of the 
council. For the education and training of workers, 
some sixty or more workers’ universities have been 
set up from which thousands of workers have 
benefited. But the system is by no means perfect. 
Even the union leaders whom the writer met 
admitted the existence of deficiencies. 

The study of the working of joint consultative 
councils abroad proved useful in preparing the 
ground work for the scheme in the Tisco. The 
study revealed that the basic conditions of the 
success of such a scheme were: 

@ willingness of both sides to work as partners 
in a spirit of mutual understanding and 
co-operation ; 


@ existence of a strong and responsible trade 
union with a fairly long experience of stable 
industrial relations in the unit in which the 
scheme is implemented; 

@ association of the recognized union with the 
formulation and working of the scheme; 

@ avoidance of any overlap with the functions 
of the grievance committee or of the 
collective bargaining machinery so as not 
to weaken or undermine the union; 

@ preparation of a proper agenda for each 
meeting and supply in advance of adequate 
information to the members of the council 
in the form of reports, documents, etc.; 

@ continuous training and education of the 
members of the council in committee work 
and other areas in which they are generally 
deficient; 

@ establishment of proper communication 
between the councils and the supervisors 
on the one hand and the workers on the 
shop floor on the other. 

Some of the conditions mentioned above were 
already present at Jamshedpur. Joint consultation 
on specific, well-defined issues within the sphere 
of collective agreement was already in vogue. 
Works Committees for handling grievances and 
joint committees for determining such matters as 
rates of pay, trade test specifications, and minimum 
qualifications were already in existence. As a 
result, both Management and the Union were 
prepared to take the next step and introduce a 
suitable scheme of employee association with 
management. Discussions ensued, and, eventually 
an agreed scheme was evolved and embodied in a 
formal agreement that was signed on the August 
4, 1956. 


The Tisco scheme 


Joint councils under this scheme have a three- 
tier set up. At the lowest level, there are 32 
councils known as Joint Departmental Councils. 
At the second level, a Joint Works Council reviews 
their work, gives them guidance, and supervises 
the work of the five sub-committees on canteen 
management, safety, safety appliances, suggestion 
scheme, and welfare. Parallel to this council, is a 
Town Council which covers the various depart- 
ments of the Town Division. At the apex is the 
Joint Consultative Council of Management 
consisting of top management and union repre- 
sentatives. 

The functions of the departmental councils 
include: 

@ the study of operational results and current 
and long-term departmental problems; 

@ consideration of and recommendations on 
steps necessary at the departmental level 
to promote and rationalise production; 
improve methods, layouts and processes; 
improve productivity and discipline; elimi- 
nate waste; effect economies with a view 
to lowering costs; and improve working 
conditions and suggest ways and means for 
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the better functioning of the department, 
@implementation of the recommendations 
of the Joint Consultative Council of Mana- 
gement and the Joint Works Council, 
approved by management; 
ereference of any important issue to the 
Joint Works Council for consideration or 
advice. 

Councils at higher levels perform more or less 
the same functions, except that the area they 
cover is wider. The Joint Consultative Council at 
the apex, moreover, advises management in regard 
to such economic and_ financial matters as are 
placed by management before the Council. 

Grievances (which are handled by the works 
Committees) and matters falling within the sphere 
of collective bargaining are excluded from the 
scope of these councils. 

An organizational device for the efficient 
functioning of these councils was introduced at the 
outset. An agenda sub-committee consisting of 
two to four members from each side, with the 
secretary of the council as the convener, was set 
up to serve as a liaison group between the council 
and the men on the shop-floor. Its main func- 
tion is to obtain suggestions from the shop-floor 
for discussion in the council meetings, prepare the 
agenda for each meeting, taking such suggestions 
into account, and report back results to the shop- 
floor. (In West Germany, the Unions have a 
similar device in the form of “liaison men” who act 
as liaison between the unions and the shop-floor.) 

In addition, a central secretariat was set up 
which provides secretarial assistance in diverse 
forms, and acts as a clearing house for all matters 
discussed in these councils. Members of the secre- 
tariat attend meetings of the departmental councils 
as observers, offering suggestions and guidance, 
when necessary, summarize and publish consoli- 
daed summaries of the minutes of the meetings for 
the information of all departments, and help with 
translation and _ publicity. 

Besides the secretariat, which operates on a 
continuing basis, a meeting of the chairmen, vice- 
chairmen and secretaries of all joint departmental 
councils is held at periodic intervals, under the 
chairmanship of the General Manager, who is also 
Chairman of the Joint Works Council. This 
meeting discusses issues of policy, lays down stand- 
ard procedure, straightens out difficulties, considers 
steps for speeding up the implementation of 
recommendations, and any other items that may 
be brought to. 


Broad feautures 


After nearly four years, it is now possible to 
discern certain features in the functioning of these 
joint councils which may be of general interest. 

First, after an initial bias in favour of welfare, 
there has been a gradual and continuing swing in 
favour of matters dealing with production. This 
has also been the experience in the West where 
similar councils have been set up. Taking approxi- 
mately quarterly periods since the inception, the 


proportion in the discussions of the Joint Works 
Council has been as follows: 


Percentage (Approx.) 


Period Welfare Production Others 

March-December 

1958 47 19 34. 
January-March 

1959 46 34 20 
‘April-June 1959 28 38 34 
July-September 

1959 33 42 25 
October-March 

1960 28 49 23 
April-June 1960 28 39 33 
July-September 

1960 15 51 34 
October-December 

1960 19 47 34 
January-March 1961 26 48 26 


Secondly, it has been generally found that 
councils, with smaller memberships, say about 12 
members or even less, function more effectively. 
A council of size larger than this tends to be 
unwieldy and time-wasting. 

Thirdly, by making the council meetings interest- 
ing and giving paid time off for attendance at 
meetings, it is possible to ensure a fairly high level 
of attendance, the actual average being over 80 
per cent. and absenteeism being more or less 
accounted for by leave or night duty. 

Fourthly, it is the quality of chairmanship that 
determines to a very large extent the effectiveness 
of a council. Where the chairman comes prepared 
to a meeting, guides the proceedings with tact and 
understanding and gives close attention to the follow 
up of recommendations, the council has been 
successful. Where the chairmanship is weak or 
where, in the absence of the chairman, the vice- 
chairman who is a union nominee, often with a 
limited educational background and experience 
of conducting meetings, has to function as chairman 
the results have not been so satisfactory. 

In order to counteract this weakness—at any 
rate, to some extent—a special course on “Con- 
ducting meetings” was organized for the benefit of 
the chairman, vice-chairman and secretaries. It 
may also be mentioned that in many cases the use 
of English proved a barrier to full participation by 
members in the meetings. The adoption of Hindi 
has invariably resulted in greater participation and 
understanding. 

Fifthly, like the chairman, the secretary occu- 
pies a crucial position in the working of such 
councils. An efficient and energetic secretary who 
prepares the agenda and background material with 
care, follows up recommendations vigorously, 
and keeps members informed of developments, can 
make all the difference. An indifferent secretary, 
on the other hand, can only induce apathy and 
render the council lifeless. Efforts have, therefore, 
been made to ensure as far as possible the right 
choice of secretary in each case. 

The interest of the members in the functioning 
of the joint councils will be evident from the fact 


23 


2 . 
. 
\ 
| 
: 


that during a period of about three years upto 
January 1961, a total of 3,531 items has been 
discussed. Their classification will reveal some of 
the areas of interest: 


S. No. Subject Number Percentage 
1. Economy, elimination of 

waste, and reduction of 

cost 242 6.85 
2. Elimination of defective 

work and improvement 

of quality 155 4.39 
3. Improvement of methods/ 

layout/process/procedures 634 17.96 
4. Improvement of the up- 

keep and care of machinery 


tools and instruments 254 7.19 

5. Improvement of working 
conditions 471 13.34 
6. Safety 415 11.75 
7. Welfare 519 14.70 
8. Discipline 69 1.96 
9. Miscellaneous 772 21.86 
Total: 3,531 100.00 


Of the 3,531 items as many as 2,481 or 70 per 
cent. have already been implemented, 571 have had 
to be turned down because of impracticability or 
other reasons, and the rest are at various stages of 
consideration. It is to be remembered that a regu- 
lar follow-up and speedy implementation of recom- 
mendations are vital to the successful functioning 
of such councils. 


The future outlook 


On the basis of the Tisco’s experience, some 
basic lessons emerge which may be instructive 
in any effective functioning a further extension of 


employee association with management. 

Such councils should not be set up through the 
compulsion of legislation. Compulsion 4 cannot 
work. The basic condition of success is the proper 
attitude and approach of the parties concerned. 
You can take the horse to the pond, but you cannot 
make it drink. Legislation also takes away the 
much needed flexibility so essential for the success 
of such schemes. 

Any scheme of joint consultation in any unit 
must be the product of discussion and agreement 
between the union and management and not a 
unilateral imposition. This is likely to ensure the 
cooperation of the union. 

Matters falling within the sphere of union- 
management relations must be kept outside the 
scope of joint councils. 

Such procedural devices pertaining to the pre- 
paration of the agenda, recording and circulation 
of minutes, and follow-up of recommendations 
should be carefully worked out. 

Management and unions should make a serious 
effort to impart proper education and training to 
those who are likely to be actively associated with 
these councils. Both the parties should give publi- 
city to the proper role and functions of the councils 
and their achievement. Suggestions for improve- 
ment should be given due consideration and 
secretarial service provided to ensure smooth 
working of the councils. 

Joint councils are an organ of industrial demo- 
cracy and since democracy is a way of life, it has to 
be voluntary and given time and scope to evolve. 
It is on the realization of this simple truth that any 
effort further to enlarge the experiment of employee 
association with management should be made. 
The ideology is not questioned; the objective is 
agreed; it is the means and the tempo of change that 
must be settled, not on pure doctrinaire considera- 
tions, not through legislation, but empirically on 
the basis of practical experience. @ 
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FOCUS ON 


CONSUMER PROBLEMS 


report on 


new delhi seminar 


THE Consumers’ Association of India in colla- 
boration with the Planning Commission held an 
all-India seminar on consumers’ problems in 
October 1961. About 50 delegates from all over 
the country representing such diverse interests as 
consumers, manufacturers, home science asso- 
ciations, and co-operative societies, attended the 
seminar. 

The seminar was inaugurated by Mr Shriman 
Narayan, Member of the Planning Commission. 
He made a plea to hold the price line on which 
depended the success of the Plan. Consumers, 
he maintained, are a vital force and it is very 
necessary that they should assert their views in 
the framing of national economic policies. 

At the inaugural session Dr D. K. Rangnekar, 
Director of the Seminar, rebutted the erroneous 
view that the suffering of the consumers was the 
price of India’s rapid economic development. In- 
stead, the consumers’ associations have a dynamic 
role to play, and they should be associated with 
the economic planning. 

Two technical sessions of the Seminar dealt 
with the “institutional and legal approach” and 
“consumer consciousness” to protect consumer's 
welfare. These sessions were presided over by 
Dr V.K.R.V. Rao and Prof A.K. Das Gupta 
respectively. 


Consumers’ representation 


Dr Rao made a plea for a full-fledged investiga- 
tion in industrial costs and urged the appointment 
of a committee to study the problem. According 


to him, the consumers should get proper represen- 
tation on such committees and the Government 
should assist in protecting their interests against 
excessive industrial costs. Government should 
also have consumers’ representation on wage 
boards in so far as they determine industrial 
costs and productivity. 

According to Dr Rao the problem of retalia- 
tion by other sectors of the economy in case of 
representation of consumers on wage boards, 
was a long-term problem. It could be dealt with 
by a special committee to enquire into the con- 
sumers’ problems in the country. Many of the 
Government delegates, though not in agreement 
with Dr Rao’s suggestion, emphasized the need 
for enforcing existing legislations in this field. 


Consumer co operatives 


Dr Rao also outlined the methods by which 
the consumers could be organized and their views 
reflected in the framing of national economic 
policies. Consumers’ Association of India, he 
pleaded, should extend its activities by organizing 
branches in other parts of the country and by 
developing close links with the consumer co-opera- 
tive movement. 

The speaker at this session also suggested 
that the Government should be approached to 
undertake a comprehensive erquiry into the ques- 
tion of adulteration of food stuffs, administration 
of inspection services, and meting out punishment 
to the offenders. One of the important reasons 
for the ineffective enforcement of consumers’ 
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protective legislation was the fact that the offenders 
were noi punished speedily and effectively. Conse- 
quently, the deterrent effect was considerably 
whittled down. 

Inaugurating the second technical session 
on “consumer consciousness,” Prof Das Gupta 
analysed the risks to which the consumers were 
exposed particularly in the developmental phase 
of our economy. He mentioned the various 
kinds of monopolies which could hold the consu- 
mers at bay by charging prices which bore no 
reasonable relation to the cost of production. 
According to him, consumer organizations could 
act as a buffer by making people act as their 
own suppliers. They could also thereby generate 
healthy pressures in the economy which could 
be beneficial to the consumers at large. 

Some other measures suggested by Prof Das 
Gupta dealt with the protection of consumers 
by introducing pilfer-proof packaging, control 
over false advertisements, and propagation of the 
use of certified products. Some speakers at this 
session also drew attention to the need for codi- 
fying industrial and commercial legislation to 
ensure higher efficiency of production, better 
quality of goods, and price restraints. 


Malpractices 


Another session of the Seminar discussed the 
“trading and manufacturing malpractices.”” Dr 
P.S. Lokanathan who chaired the session drew 
attention to malpractices indulged in by traders, 
especially regarding the adulteration of food stuffs. 
According to him, producers suffered as much as 
consumers from adulteration of raw materials. 
Since satisfactory quality of raw materials deter- 
mines the quality of finished goods, Dr Lokanathan 
suggested that the Indian Standards Institution 
should look into the matter. The lack of 
standardization led to marked difference between 
samples and quality of goods exported. 

Dr Lokanathan made a plea that the quality 
of goods to be exported must be guaranteed. 
Unless our resources were utilized to the optimum 
level, India might be completely priced out of 
the world market. It was also necessary to stress 
the efficient running of ancillaries which were 
responsible for producing components for major 
industries. Their progress depended on producing 
standard quality goods. 


Consumer consciousness 


There was unanimity of opinion in the Seminar 
that the Consumers’ Association of India should 
concentrate on spreading consumer education 
and creating consumer consciousness which could 
build healthy pressures against the sale of sub- 
standard goods. This could go a long way not 
only towards helping the consumers to obtain 
standard products at reasonable cost, but in 
generating attitudes which could be useful to 
maintain and strengthen democratic institutions 
in their wider context. @ 
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MR VANCE PACKARD is a conscientious, though 
somewhat amateurish, sociologist. Over the 
last few years he has occupied himself with writing 
a series of provocative, and in a wry sort of a 
way, amusing books about the problems and 
foibles of his people. He shot into fame with The 
Status Seekers, his study of the status struggle in 
the American society. In The Hidden Persuaders, 
Mr Packard brings out some of the terrifying 
implications of American advertising. 

In brief, Mr Packard’s thesis is that a group 
of psychologists, social scientists and ad men can, 
and in fact are, actively manipulating the mind of 
the American public. They are trying to study the 
subsconscious desires and fears which govern so 
much of their overt actions. All this is done not 
in the spirit of the moralist who wants to make 
them better or the physician who wishes to cure 
them, but simply in order to find out the best way 
to take advantage of their ignorance and to exploit 
their irrationality for the pecuniary or political 
gains of their employers. 

Mr Packard starts by describing the process 
through which a hiatus in the consumption and 
production of the American economy sent the 
American market researcher scurrying after new 
techniques for inducing sales. This led to a gradual 
though somewhat indiscriminate application of 
psychiatric techniques to explore the consumer’s 
motivations. In order to rationalize their conduct 
the ad men declared that the consumer was 
irrational and did not know what he wanted. To 
help him along they invaded the privacy of his 
mind and proceeded to instil in him a conditioned 
reflex to behave like Pavlov’s dogs. 

The ad men achieve this by skilfully creating 
distinctive images for their products and then relat- 
ing them to the consumer’s hidden desires and 
fears through carefully chosen symbols. The irony 
of it all, according to Mr Packard is, that it was 
done under the guise of “consumerism” which is 
supposed to have replaced capitalism as the 
dominant theme of American economy. 

As one goes through the mass of documenta- 
tion marshalled by Mr Packard, one is repeatedly 
startled, even awed, at the cynical exploitation— 
attempted or real—of our unconscious fears, our 
aversions, our distresses, and our dormant sexua- 
lity. The book ends on an even more alarming 
note of premonition: the possibility that these 
manipulators might be used by the politicians to 
effect election victories. 

Mr Packard gives a rather alarming account 
of how M.R. techniques were applied in the 
election campaigns of 1952 and 1956. One 
might parenthetically add that their use had 
greatly increased four years later as evidenced 
by the high position of M.R. men occupied 
among the advisers of the contesting Presidential 
candidates. 

Although Mr Packard has analyzed the prob- 
lem well and supported his case with numerous 
examples, he fails to offer a plausible solution to 
the root of the malady. The crux of the problem 


lies in the growing gap between the productive 
capacity of American corporations and the 
consumption inclinations of consumers. Under 
these circumstances Mr Packard’s suggestion that 
an awareness of these manipulators will automati- 


cally generate the tenacity to resist them, merely 
begs the question. 


Built-in 


Before exhorting the public to be aware, one 
must examine the extent to which public manipula- 
tion is inherent in a privately-run economy and 
make such changes in its basic structure as might 
be necessary. Socialism is an unacceptable ideology 
in the United States, but it is quite possible that 
Mr Packard might find his answers in some form 
of democratic socialism. 

Moreover, psychological susceptibilities of a 
people are to a great extent the outgrowth of their 
value structure. A country where the size of a 
car is a good measure of the owner’s social status, 
there is bound to be an incentive for manufacturers 
of big cars. Mr Packard rightly derides America’s 
obsession with an ever-expanding Gross National 
Product. Yet this is in a way inevitable in the 
American system of economic organization. 

Written by a journalist, The Hidden Persuaders 
has a reporter’s attitude towards the question of 
motivational research and public manipulation. It 
has the flavour and limitations of an “inside 
story”, and as such one has the feeling that it is 
one man’s view of the problem. Mr Packard has 
based his opinions on various studies whose 
veracity has not been called to question. As it is, 
even though the book is amply documented, one 
cannot escape the uncomfortable feeling that they 
have been largely selected to fit into the writer’s 
pattern of thought. The reader must either accept 
his views or reject them. 

The hidden persuaders are largely a product 
of an affluent society. A people existing on the 
edge of subsistence need little persuasion—hidden 
or otherwise—to buy things. Nonetheless, we in 
India have no grounds for complacency. (In fact, 
Mr Packard especially warns his British readers.) 
If manipulative techniques are effective—and 
there are good charices that they are—as soon as 
the sellers’ market disappears, these techniques 
can be used in the Indian context as well. 

In fact, there is little consolation in the fact 
that at present the tools of our manipulators are 
not effective. This is merely the beginning of 
motivations research and as time goes by the 
manipulators’ knowledge and tools are certain to 
become more precise. A concerted effort on the 
part of the Indian producers to understand our 
motivations might lead to greater attention to the 
desires of the consumers, but at the same time it 
will also set us imperceptibly rolling along the 
inexorable Orwellian paths. One hopes that 
the Indian public and the authorities in whom 
they put their trust, will have the wisdom and 
prescience to device timely remedial measures. @ 
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The Chief of ILO Productivity Mission to India examines the 
possibilities of using the Analytical Method of Training 
to train Indian workers in increasingly larger numbers. 


Time to Learn 


THIS very morning, somewhere in India, a 
new worker is passing through the factory gates 
for the first time. He is to become a semi-skilled 
worker, and has been taken on the payroll because 
he seemed to be a reliable fellow, with a dash of 
intelligence a bit above the ordinary run, and he 
looked healthy enough to the personnel officer who 
engaged him. So instead of joining as an ordinary 
labourer, he is to be trained to take up one of the 
many productive jobs in the factory, and in time 
will take his place at the machine. But first comes 
the training. How is he to be trained? 


The beginning 


If the factory is one of the larger enterprises 
with well established personnel departments, he 
will probably get a booklet or two, and also go to 
several lectures during his first few weeks to be told 
about the factory’s rules, about safety measures, 
about welfare activities and soon. For learning the 
job itself, he will be put alongside an older, experi- 
enced worker and told to listen to all that he says, 
watch all that he does, and pick it up as he goes 
along. 

The older, experienced worker will soon 
make it clear that the best thing the newcomer 
can do is to learn to make the tea, and that quickly, 
and will probably set about improving the learner’s 
mind by treating him to a minutely detailed, highly 
coloured, and doubtless boringly extensive recital 
of how conditions were when he himself had to 
learn the job in the old days, before all this modern 
spoon-feeding become fashionable. 

Soon the learner will become very experienced 
indeed in fetching and carrying, in holding and 
helping, in watching and waiting, and in all the 
bits of the work which his trainer is only too glad 
to get rid of. And if he does all this without too 
much complaint, he will gradually get to know some 
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thing about the other parts of the job too. If he 
sticks at it, and gets on well enough with his trainer, 
he will come in time to be able to do the whole 
job as well, or nearly as well, as anybody else in 
the factory, and graduate to a machine or work- 
place of his own. Although he may well achieve 
a fair undertstanding of the job within the first 
few weeks, it will take months of practice—in 
some instances, with more complicated jobs, 
years—before he can turn out as much good 
quality work in a shift as the experienced 
workers do. 

This is the traditional way of training for semi- 
skilled occupations, endorsed, if not hallowed, by 
long custom, and not at all peculiar to India. It 
is as old as industry. 

However, at the start of the last war, Britain 
suddenly found that she wanted to teach a lot of 
people who had never been inside a factory before 
how to make guns and shells and a thousand and 
one bits of war material, and all the training had 
to be done quickly. Moreover, there were thou- 
sands of workers who normally made stockings 
and chocolates and toys and all kinds of things 
not needed for war, who had to be speedily con- 
verted to the making of bullets instead. 


Inadequacy 


So Britian called in the management consul- 
tants and industrial engineers, men who were 
used to watching other men work and analysing 
how the work was done, and set them the task of 
devising much quicker and more effective methods 
of training than the traditional ones. The new 
training methods which these men devised did the 
job, and continued to do it well throughout the 
war. 

The same methods were used after the war to 
teach bullet-makers how to become chocolate 
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makers once more, and since then many firms in 
Britain have maintained and developed the training 
methods as a normal and valuable part of their 
standard operations. 


AMT 


The Analytical Method of Training, as the new 
method was called, has spread far beyond Britain 
in the years since the war, to other European coun- 
tries and to the United States, where it is being put 
to increasing use, particularly in the textile and 
hosiery Industries. It may well be that India too 
will soon recognize the utility of AMT to accelerate 
the pace of industrial development, andt o improve 
the general level of quality in the manufacturing 
industries. 

The change which AMT makes is perhaps best 
seen from the diagram below, which shows what 
are called Learning Curves for the traditional 
and the new methods of training. The line A-D, 
compiled from observations on very many jobs, is 
typical of the pattern of progress of a learner 
being trained by traditional methods. At first 
the worker produces nothing, but his progress in 
the early stages of training is usually quite rapid, 
and his output rises sharply (A-B). Then there 
is a characteristic wavering in the line, and some- 
times an actual dip or falling off, in the region B-C. 


do it after all, or whether he is destined to remain 
all fingers and thumbs for the rest of his life, and 
to wonder whether he would not have done better 
taking up something else. 

We have all met this pause in our own studies, 
whether they be of books or music or whatever. 
From here on, in the region C-D, there is the long, 
steady climb towards experienced-worker rates 
of output, with performance becoming more and 
more difficult to improve as it gets higher, until 
at long last the learner can regard himself as no 
longer a novice, but in every way the equal of the 
experienced workers. 

In contrast, it will be seen that with AMT the 
worker produces nothing at all in the early stages 
of his training (A-E), but when he does start, his 
progress is steady and rapid and shoots up to that 
of the experienced workers in a much shorter 
time. With AMT, as with the traditional methods, 
there is still a wavering in mid-training somewhere, 
but it is much less marked. 


How does it work ? 


When AMT is introduced for the first time to a 
factory, the initial installation is usually made by a 
training consultant who stays at the works for a 
few weeks in the beginning, and afterwards makes 
short visits at intervals over the next few months 
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This dip occurs when interest in the job is 
beginning to wane, when the learner finds that he 
has been at it for some considerable time and is 
still a long way from being fully competent (and, 
if the job is a piecework one, still a long way from 
the big pay packet that the experienced workers are 
getting). He begins to doubt whether he really can 


until the methods are working well. The first 
thing the consultant will do is to make a careful 
analysis of the job to be trained, using work study 
methods and breaking the job down into its com- 
ponent operations, considering each one separately. 
The consultant will be trying to discover two things: 
where the skill in the job lies and what qualities 


29 


‘ 
s 


or attributes are required for success in the 
learner. 

It is not uncommon to find that the real skill 
in the job—the part which makes it difficult to 
learn—lies in less than ten per cent of the total 
operations performed in the course of the job. 
Certainly the skill requirement will not be evenly 
distributed throughout the job, for parts of every 
job, however complicated, are themselves simple. 
There are in job such operations as lifting and 
reaching, turning and positioning, switching on and 
switching off, and these things are not difficult to 
learn for they require no special skills. It is in the 
much smaller number of difficult elements that the 
trouble will lie, for trainer and trainee alike, and 
these will be studied most closely to determine 
exactly the motions which an experienced worker 
goes through in performing them successfully. 
These, too, are the elements which determine the 
attributes needed in the learners. 


Selection tests 


Next, a set of selection tests will be devised 
to reveal which of the candidates for training have 
the qualities required, and in what degree. The tests 
will of course vary with the attribute, but for 
the most part they will be simple diagrams or 
gadgets to assemble—tests which do not require 
any particular literary or clerical ability for their 
performance. Candidates will probably be graded 
A, B, & C, and experience has shown that it is the 
B’s who make the most successful trainees. 

The A’s learn faster, but they tend to become 
dissatisfied with the job after a while and want to 
‘ try their hands at more difficult things, or progress 
to more responsible positions; and the C’s are those 
who possess the required attributes in less than 
average degree and are thus not going to learn the 
job quickly, if at all. The B’s learn steadily, and 
settle down well to the job afterwards. 

A separate training centre will be set up, perhaps 
in a corner of the workshop, and it is here that the 
worker will learn his trade, not on the shop floor. 
When he does reach the shop floor at the end of his 
training, on his first full day he will produce as 
much good quality work as the experienced workers, 
and if he goes on to piecework, earn as much money 
as they do. The training centre will be in the 
charge of a training officer selected by the con- 
sultant and on the factory staff and he may be 
drawn from either the experienced workers or the 
supervisors. 

In the training centre there will be gadgets and 
training exercises devised especially to develop the 
attributes needed in the job, and these may look 
unfamiliar indeed to anyone looking for the sort of 
mechanism he is used to seeing on the shop floor. 
The trainees will spend the first part of their 
training working with these gadgets, keeping their 
own records and vying with each other in open and 
friendly competition. 

After a short period spent in this way, the 
trainee will be introduced to the first skilled element 
in the job, and will concentrate on this and this 


alone until he can perform the element at 
experienced worker speed. Special training gadgets 
may again be used to help him to learn the 
element. To take a very simple example, if the 
element requires the threading of a very fine needle 
in an awkward position, the first efforts may be 
on a very coarse needle in a similarly awkward 
position, using thread as coarse as string, until the 
worker understands and has practised the move- 
ments required, when he will be moved into 
progressively smaller needles until the actual size 
is reached. 


Phased training 


Only when the trainee has completely mastered 
one element is he taught another, and only when 
he has mastered the second is he taught to combine 
the two. In this way the trainee proceeds step by 
step, learning each element up to full competence, 
and eventually combining them all. 

At last the worker does the entire job, though 
only for a short period—-it may be as short as fifteen 
minutes, but in that time he works throughout 
at full experienced worker speed and is required 
to turn out work of proper quality. From then 
on only stamina is needed, and the periods during 
which the whole job is performed are gradually 
lengthened, the trainee going back to elements 
and exercises between whiles. He first goes onto 
the shop floor when he has demonstrated in the 
training centre that he can do the job properly 
for a full hour, and he then does an hour on the 
production machines or operations alongside the 
regular workers. When he finds that he can 
fully keep pace with them for this period it gives 
him tremendous confidence, and it is usually not 
long before he makes his second excursion to the 
shop floor, this time for a half day. And so to 
the end of his training, after he has shown that he 
can keep the job up all day in the training 
centre, when he takes his place permanently in the 
production team. 

Although AMT was introduced originally 
merely to speed up the training process and so 
cut the costs of training, it has resulted in other 
benefits too. The selection methods used there 
have proved worth over and again in finding 
operatives who will succeed at the job and stick 
on with it. 

On some of the more difficult operations 
it was found that as many as 100 learners 
formerly had to be taken on to end up with 10 
really competent workers, but AMT selection 
methods have improved this so much that at least 
80 of every 100 taken on can now be counted 
on to turn out well on these difficult jobs. Here 
indeed was a big saving: in learner’s wages, 
in trainers’ time, and in the amount of work 
spoiled in the process of creating good workers. 

It is frequently found, too, that the new workers 
coming through the training centre do not merely 
reach the levels of performance which have hitherto 
been considered the best that can be expected 

Concluded on page 35 
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Morale and 


Motivation 
in Industry 


MORALE in industry is an index of the extent 
to which employees perceive the possibility of satis- 
fying their basic needs—the needs for security, 
status, expression, and growth—throug participa- 
tion in the work situation. : 

It is difficult to locate any single factor—or 
even a group of factors—as conclusively determin- 
ing morale in industry. Viteless in reviewing morale 
findings states: “Morale in American industry 
appears to be the end effect of a large variety of 
factors, which operate with differing weights in a 
multiplicity of patterns in separate companies, 
in different individuals and in various segments of 
of the population”. This shows how morale surveys 
by and large fail to indicate any single or set of 
factors invariably and consistently related to either 
high or low morale. Even within a single plant the 
level at which morale surveys are conducted appear 
to suggest different answers depending on the 
intensity and sophistication with which morale 
surveys are conducted. 


Wrong emphasis 


In spite of the difficulties in conducting morale 
surveys current literature on the subject shows an 
over-emphasis on measuring of morale as opposed 
to problems of building up morale. Much more 
concern has been shown with reference to morale 
surveys than with how to deal with the findings. 
This is partly due to the fact that it is comparatively 
easy to measure morale than to bring about changes 
in conditions of morale. 

Difficulties in changing morale patterns arises 
firstly from the very findings of morale surveys. 
If, for instance, the survey indicates resentment 
against the insurance plan or transport facilities, 
one can do something about these conditions. If, 
however, morale surveys reveal resentment against 
authoritarian leadership or dissatisfaction with the 
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quality of supervision the problem becomes 
virtually one of changing basic human personality 
—a much more difficult task than solving com- 
paratively easier problems like solving transport 
difficulties. 


Managers’ role 


Another difficulty in morale building arises from 
the attitude of managers in terms of accepting the 
findings of morale surveys. To be able to under- 
stand and accept these findings practically, espe- 
cially if they challenge the long standing values and 
frames of references of managers, is a difficult task. 
For instance, a manager may expect absolute loyalty 
from his subordinates because he gives it to his own 
superiors. If his subordinates receive him as an 
old authoritarian leader who can at best be cajoled 
into patronizing them if in good moods, how easy 
is it for him to understand and appreciate this 
reaction as revealed by the morale survey? 

Managers often intellectually perceive these 
problems and with all good intentions express a 
desire to tackle them. It is invariably an organiza- 
tional-social approach to morale building. This 
approach takes the shape of various campaigns for 
building up morale such as social get-togethers, 
open door policies and establishment of group 
goals to develop team spirit. Unfortunately, 
morale campaigns often deteriorate into right 
techniques unsupported by right attitudes and 
intentions. I believe much can be done through 
the efforts of individual executives rather than 
through campaigns of morale building behaviour 
patterns. The question then is: How can an 
individual manager help to build up morale? 

In the first place this is a question that kicks 
back to the man who asks it. Behind the morale 
builder is the human being with his own tendencies, 
needs, and motives that guide his overt morale 
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building actions. Therefore, the extent to which 
he is aware of his own needs and motives, in other 
words the extent of skill he has in dealing with the 
human material within him would determine the 
extent to which he can successfully deal with the 
human material around him. This is so because 
morale building is closely related to the moral life 
of the man who wants to build up morale. This is 
why the morale builder must build within him 
certain frames of references before he can become a 
promoter of morale. 


Framework of reference 


The first of these considers a morale building 
action not as a means to an end but as an action 
complete in itself; that is, resorted to for its own 
sake. If, for instance, I act with sympathy in 
order to win loyalty, there will be neither sympathy 
nor loyalty. If I listen to my subordinate in order 
to manipulate his behgwviour, I am surely not 
listening at all. In the same way mechanical words 
and gestures of recognition would not build up 
morale unless the morale builder experiences within 
him this recognition. The true artist experiences 
satisfaction not in the rewards of his work but in 
the work itself. In the same way a morale 
building action is its own end. The effective 
morale builder resorts to that action for its own 
—— as a psychological trick to get things 

one. 

Unfortunately, most managers in industry are 
concerned not so much with the right thing to do 
as with what will do the trick. It is because the 
emphasis is not on the action itself but on what it 
will fetch that the so called morale building cam- 
paigns and carefully thought out actions do not 
bear results. When a manager asks why his “open 
door policy’ does not work, why attempts at 
communication end in a fiasco, why attitude surveys 
are looked upon with less than casual interest, he 
must look within and question his own motives 
behind these action patterns. Only if a morale 
building action is free from the complex entangle- 
ments of vested interests that have little to do with 
the action itself, can it permeate through the 
organization as a morale building force. 


The second frame of reference, more specific 
than the first, is related to our concept of leader- 
ship. We have heard a lot about democratic 
leadership and its influence on morale. Much 
of these take the shape of what a democratic leader 
should give to those he leads. The list is long and 
techniques of leadership are many. There is no 
dearth of text-book prescriptions. What we 
seldom question is the validity of this action of 
giving. For instance, “status” is considered to 
be one important factor that leads to high morale. 
Therefore, the democratic leader is supposed to 
give a sense of status to those working under him. 
! wonder how many of us would get a feeling of 
enhanced “status” if we know that someone else 
holds the power to give it. The very act of doling 
out status is one that demoralizes human relation- 
ships, because it assumes a psychological superior- 
inferior hierarchy. 

The sense of status arises from the knowledge 
on one’s own individuality. The more a man can 
think his own thoughts and feel his own feelings 
and keener his sense of personal significance, 
higher his morale. If the leader at all wants to 
build up a climate of enhanced morale all that he 
could do is to see that the personal significance 
of his employees is not tempered with either by 
giving or withholding psychological status. Unfor- 
tunately, our concept of democratic leadership is 
based on the idea of giving and receiving psycho- 
logical quantities thereby establishing a superior- 
inferior pattern of relationship. 


Stress on function 


The frame of reference that is conducive to 
morale building stresses the fact that leadership 
itself is not a status but only a function. The 
prerogatives that the leader enjoys spring from the 
functions that he performs and not from his 
person as such. All that he can do, therefore, is to 
allow the individual employee (especially his imme- 
diate subordinate) to become that which he deeply 
is. Only the employee who is not a replica of his 
superior can feel the personnel signification of his 
own individuality. The group where this obtains 
is the group characterized high morale. @ 
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JOHN R. COLEMAN 


AN overall view of the major assets and liabilities 
of Indian labour problems in 1961 can be broadly 
stated in the following terms: 


Major asset Major liability 

In the unions Vigour in giving General weak- 

voice to workers’ ness struc- 

aspirations. ture, resources, 

and recognition. 

In government Willingness to ‘‘Wishful think- 
experiment. ing”. 

In management Realism with Underestimation 

which problems of their power to 

are being app- reshape . the 


raised. world in which 
they operate. 
Unions, Time. Sheer magnitude 
government, and of the problem. 
management 


The labour problems loom large on India’s 
industrial horizons. In fact, the persistence of these 
problems has been, is, and will continue to be, a 
concomitant of the country’s economic develop- 
ment. It can be largely traced to the growing gap 
between what workers expect to be done for them 
and what is practicable. The revolution of rising 
expectations has a particular relevance to India. 
The workers’ expectations born of the promises 
of the independence struggle, the post-independence 
political manifestoes, and the hopes aroused by the 
Plans, cannot be met with the best of good will. 
Workers have also raised demands for a voice in 
rule-making—directly or through government— 
and for an equitable system of justice in plants. 

There are similar demands for the sharing of- 
economic fruits. In fact, there are different levels 


@ Based on a speech delivered by Dr John R. Coleman at 
the Refresher Course organized for the participants of 
the AIMA’s First Advanced Management Programme. 
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of workers’ demands. To start with, a job alone 
will suffice; then a better job becomes necessary; 
that is followed by the expectations of a still 
better one with improved living quarters and more 
generous leave provisions. India’s democratic 
political framework with socialistic leanings meets 
the preconditions for built-in protest and desire 
for improvement on the part of workers. 

Protests and discontents are inherent in any 
industrial set-up. Unions must, therefore, be re- 
garded as a manager of discontent and not a 
creator of discontent—though they may sometimes 
do that too. Unions can impart an element of 
stability by draining off that protest in an orderly 
way. Unions can also focus attention on new 
needs and demands and back them with enough 
pressure to make sure that those demands are 
faced one way or another. In short, a function- 
ing union is at once conservative and radical: it 
is conservative insofar as it is wedded to the past; 


it is radical insofar as it demands onrush into the 
future. 


Unions’ inability 


Various factors explain the Indian unions’ in- 
ability to handle protests effectively. Unions 
have frequently been of a transient nature. The 
pattern perhaps was set in the very first union in 
the country, which was established in Madras in 
1924. Internal dissensions invariably lead to the 
emergence of splinter groups organized in rival 
unions. Political ties that may or may not be 


closely related to the field of employer-employee 
relationships have often proved disruptive. Very 
often outside leadership which the unions have to 
fall back upon, is less effective in voicing plant 
issues. 

The competitive nature of unions is another 
disruptive element. 


Competition under present 
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conditions tends to exclude the minimum stability 
that the unions need for effective action. It also 
leads to diminution in size. The average size of 
Indian unions has, for instance, fallen from 1,026 
in 1948 to 547 in 1958. 

With strong orientation towards Government 
action, self-help in unions gets lower priority. 
There is a heavy reliance on Government to act on 
their behalf. Such an attitude pays scant regard 
to the fact thet pushing ahead with more Gov- 
ernment-sponsored experiments before the present 
gains have been consolidated, may impede the 
growth of unions. 


Management action 


Part of these problems in unionism can be 
rectified by positive action on the part of manage- 
ment. To start with, management must re- 
cognize some of the basic problems of unions 
such as Government attitude towards uninion- 
ism, the poverty and illiteracy of workers 
which make outside leadership necessary; the 
divisions of caste, community, and language 
among workers; workers’ new experience in indus- 
try after having lived under paternalism of rural 
communities. Above all, management must re- 
cognize that part of the restive posture of unions 
is a hang-over of the independence struggle. After 
a struggle for independence, the struggle for 
economic betterment with overtones of sacrifices 
does not weigh with the unions as it might had 
in different circumstances. 

Part of the unions’ problems can indeed be 
solved by management action. The question 
whether there should be internal or external leader- 
ship is a case in point. Unions will not easily 
recognize the need for internal leadership until 
management throws internal problems at the 
unions for solution. Once a union is regarded 
as legitimate part of the total plan of operation, 
it becomes an agency for two-way communication 
between management and labour. 


Management leadership 


Management can also play a vital role to 
establish the responsibility levels of the parties 
concerned with industrial production. Because 
of the management’s breadth of experience, skills 
and education, their entrenched position opposed 
to the unions’ insecurities, their range of choices— 
choices, that is between what Prof McGregor has 
called “‘satisfiers” and ‘“‘dissatisfiers”—management 
has a key role toplay. Until management asks: 
‘What are their responsibilities towards unions?” 
and appraises this question in proper perspective, 
there is no chance for unions to behave responsibly. 
Management has to show exemplary patience and 
infinite imagination in helping the unions develop 
positive attitudes and a constructive role. 

The task of management leadership in labour 
relations must avoid both the ignoring of unions’ 
demands and an exaggeration of the represen- 
tativeness of any particular union. Management 
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must remember that with all its imperfections, a 
union is the best available channel of communica- 
tion between management and workers. Manage- 
ment must also be prepared to live with the fact 
of protest which is inherent in industial organiza- 
tion and the fact of unions as its representative. 
This does not, however, mean that management 
has to concede every organized demand of 
unions. 

Management must also avoid the peril of 
treating a union prematurely as a_ legitimate 
spokesman for majority of employees. The re- 
cognition of the union at an early stage in the 
hope of giving it stability may only be an indirect 
inducement to others to form equally small splinter 
groups in the hope of getting recognition. Conse- 
quently, there will be no union which can speak 
for the majority of workers. 

In their attitude towards unions, management 
must pose before themselves a proper order of 
questions: 

@ What is the problem at hand? 

@ What is the best solution to that 
problem ? 

@ What is the union reaction likely 
to be to that best solution? 

e@ Can that best solution be modified 
to make it more acceptable to union 
without abandoning management 
objectives ? 

Management should also look at the fact of 
management-union conflict in its proper per- 
spective. Peace of collusion, domination or 
atrophy may—so long as violence is excluded— 
be less desirable than conflict which grows out of 
a genuine struggle to solve a meaningful problem. 

Government of India have been pursuing its 
labour policy with vigour, but this vigour has 
been combined with failure to examine closely 
some of the underlying assumptions of their 
policies. Some of these assumptions cannot be 
examined in detail here—assumptions like the very 
high faith placed in the maintenance of industrial 
peace per se, that strong Conciliation Boards may 
emerge in time even with strong governmental 
intervention, and that public sector firms may 
reasonably be expected to act as model employers. 


Government policy 


Two of the assumptions deserve special com- 
ment: the Code of Discipline and the idea of Joint 
Management Councils. The first pins faith in good 
will and good intentions, in the symbols of labour- 
management co-operation and in appeals to 
“responsibility”. There are, in fact, two sides to 
the Code of Discipline. It purports to set some 
moral standards of conduct—standards against 
which to evaluate conduct. But obviously these 
standards are not adhered to by many who 
sign the Code. This may introduce cynicism 
towards all such codes. Management may regard 
these standards as a test of responsibility which, 
in their opinion, unions simply cannot pass. The 
emphasis in the framing of these codes should 
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more be on the really possible, than on the ideally 
desirable, aspects of industrial relations. 

The second assumption is the theme of Joint 
Management Councils, which in fact is the golden 
fleece of the twentieth century practically in all 
industrial democracies. Special pressures in India 
have brought it to the forefront. One need not 
question its potentialities. The Scanlon Plan in the 
United States and some successful experiments 
with Joint Management Councils in India can 
testify its possibilities. Yet very little is done 
anywhere to implement fully the theme, the key 
test of which is that management throws concrete 
problems on workers in the expectation of finding 
better answers. ; 

In practice a lot of attitudes stand in the way 
of its effective implementation: fear of managers 
of being themselves out of jobs, of lowering their 
prestige, of criticism itself, or of experimenting 
with new ideas. It is necessary to concentrate on 
management fears in this respect since it is clearly 
the management attitudes which are critical in 
this area. It is extremely difficult to answer 
categorically if Indian management—or for that 
matter their counter-parts anywhere else—are fully 
prepared to adopt the theme of labour participation 
in management. 


Grievance procedure 


Perhaps the most meaningful subject of indus- 
trial democracy for India today is not an 
extension of the theme of Joint Management 
Councils, but the working out of an effective 
grievance procedure. It is a far more meaningful 
step in ensuring to each individual that he gets a 
fair deal. In matters of discipline, for example, 
it ensures for the worker the right of 

@ confronting his accuser; 

@ knowing the charges; 

@ having his case heard; 

@ not being victim of ex post facto laws; 

@ being able to appeal; 

@ receiving punishment commensurate with 
the offence. 

An effective grievance procedure is more mean- 
ingful to most citizens of State than the right of 
participation in decision-making processes. It is 
equally true for the plant community. Such a 
grievance system requires strong unions at plant 
level, a machinery for representing grievances 
within time limits, and, above all, a management 
which can accept the grievances as a red flag of 
potential trouble area. In fact, developing such an 
effective grievance procedure may be a more 
worthwhile, though modest, step to be taken by 
Indian industry, labour, and government in the 
evolution of satisfactory industrial relations. @ 


TIME TO LEARN 
Continued from page 30 


of experienced workers, but in fact reach higher 


levels and hold them consistently. These are 
higher by anything up to 25 per cent. The reason 
is not difficult to find: the workers from the train- 
ing centre have learnt their jobs thoroughly, and 
have been taught throughout the very best methods 
that could be devised after a careful study of the 
working of superior operatives and of the job itself. 

Many large firms have not only adopted AMT 
for their new workers, but have foundit well worth 
while to institute a programme of re-training, and 
put all their old established workers gradually 
through the centre in batches, to raise their perfor- 
mance to the new, higher levels. In shops where 
piece work or some other direct incentive is paid 
there is every inducement for an established 
worker to undergo his period in the tr .ining centre, 
for he knows that when he comes out he will be 
table to increase his earnings with less fatigue. 

Quality of workmanship, too, is usually higher 
from AMT trained workers, for the training has 
all along emphasized the production of a proper 
quality of work, and special attention has been 
given to those parts of the job where slips were 
most easily made. 

AMT is used today in a great many industries, 
and has found special favour in the textile and allied 
trades. As a method of accelerated worker 
training it is of value whenever the job has mainly 
manual content and where the training period 
required by traditional methods to bring a learner 
up to full performance is lengthy. 

Obviously, nobody is going to set up the full 
panoply of a training centre to deal with jobs 
which the newcomer can learn anyway in about 
three weeks, but if the learning now takes 5 or 6 
months to full competence AMT will probably do 
the job in one-third of the time. Where the tradi- 
ditional learning period is even longer—and it is 
commonly from 18 months to 4 years for many of 
the more difficult semi-skilled operations—AMT 
shows even greater savings, for the longer the learn- 
ing period the greater the interference with 
production caused by the learning process, and the 
greater the number of trainees who get disheartened 
and leave, or get “stopped”’ at some halfway stage 
of skill. 

IN many industries abroad, AMT is now 
looked upon as the most effective and the cheapest 
way of worker training, and other industries are 
gradually adopting its principles in one form or 
another for their own training needs. It may 
eventually become the right way for training 
Indian workers in the more difficult jobs. @ 
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The True Executive 


RICHARD ARMOUR 


From what I’ve read in magazines 

And seen in sundry movie scenes, 

The true executive is he 

Who delegates authority, 

Who resolutely, firmly acts, 

But only when he has the facts, 

Who speaks well, writes a splendid letter, 
But also listens even better, 

Who cares about his men, their wives, 
But doesn’t meddle in their lives, 

Who knows details, yet keeps his eye 

On goals beyond minutiae, 

Who works as long as anyone, 

And leaves his desk clear, tasks all done, 
Who even on the darkest days 

Can summon up a word of praise 

And bravely smile amidst disaster, 

Who goes to church, and knows the pastor, 
Who chairmans P.T.A. and Chest, 

Who, hale and hearty, needs no rest, 
But is, of course, a sportsman too, 
Topnotch with golf club, gun, canoe. 
The true executive, in short, 

Is good at work and good at sport, 
Resourceful, charming, man of talents, 
Possessed of perfect poise and balance, 
His words and deeds and aims all mesh... 
I'd like to see one in the flesh. 


@ This poem was first published in the August 1960 issue of the American Management Association's Management 
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Review, to the editor of which we wish to acknowledge our gratitude for permission to reproduce it. (Ed. 1.M.) 
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Views expressed in INDIAN MANAGEMENT ABSTRACTS are not 
necessarily those of the ALL INDIA MANAGEMENT ASSOCIATION 


MARKETING 


DARK SIDE OF THE MOON 
By Nissim Ezekiel 
Seminar, (New Delhi), November 1961, pp.19-21. 


The author who has been an advertising executive 
examines some aspects of modern advertising. 


BY its very nature advertising as a business 
concerned with ends and not with means. Any 
awareness it may display of the means, in addition 
to purely technical considerations, is incidental, 
and the more of it there is the more inhibited the 
advertising. And inhibited advertising is ineffec- 
tive advertising. Since the aim is to sell a product 
or service, the only criterion of success is quantita- 
tive. If dubious methods are used, they are, 
logically, deplorable only to the extent that they 
may backfire and thus obstruct the attainment 
of the objective. But if dubious methods increase 
sales, they are at worst merely a necessary evil. 

Advertising properly so called also claims to 
inform and to instruct, even to educate. In reality 
it has an altogether different complexion and a 
considerably darker one. The informative content 
of advertising is almost zero. Its primary intention 
is to attract attention and to make an impact as 
swiftly as possible, relying on repetition for its 
substantial effects. If it can do that by annoying 
and irritating, this is considered permissible, 
because annoyance and irritation imply that 
interest is aroused. Hence, the importance 
attached to “gimmicks”. 

Once all fundamental questions about a saleable 
commodity are put aside and the imagination 
concentrates exclusively on attaching an “appeal” 
to it, the power of that appeal is the only preoccupa- 
tion of the advertiser. The main intellectual 
task of the advertiser is to create that powerful 
appeal and to be satisfied or dissatisfied with it 
according to the sales it can stimulate. All other 
functions of advertising such as the organizational, 
even the marketing and mass psychology research, 
are contributory. 


Whether a particular product is worth selling, 
whether when sold it benefits the buyer, these 
and allied questions belong properly to the sphere 
of the manufacturer. But it is not manufacturer 
of a useless commodity but its advertiser who 
gets blamed. The advertiser invites still severer 
condemnation by rationalizing his activities from 
which he proceeds to glorify them as vital 
contributions to the expansion of the economy. 

Advertising takes upon itself, for instance, 
the odious task of creating non-existing desires, 
of making luxuries appear necessities, of urging 
the need for buying the latest model when the 
earlier has not been fully used. This “achievement” 
of advertising has led to the concept of “‘built- 
in obsolescence’’ which may be described as the 
final degradation of industrial production for profit. 

When highly organized and competitive, techno- 
logically resourceful and _ reckless, physically 
ubiquitous and psychologically incisive and 
irresponsible, advertising becomes a menace 
to society, one among the strongest enemies of 
human welfare, a mighty agency for the corruption 
of values and the destruction of culture. It cannot, 
however, do all these things by itself. Largely, 
it can be identified by its obtrusiveness as the 
focal point of the least admirable qualities 
generated by mass culture. It is the latter that 
has to be probed as much as advertising for the 
commonest routine evils of our time and a case 
against one is part of the case against the other. 

A recent study by Market Psychology Inc. 
in the United States set out to find what people 
think of advertising practitioners and what the 
latter think of their co-workers. Only eight per 
cent of advertising men considered their fellows 
in the profession “honest and straightforward”. 
As for the public, not a single person expressed 
the same view. 

If it were possible to separate good advertisers 
from bad, the business would be no different 
from all other business. In The Hidden Persuaders 
Vance Packard makes this distinction, if rather 
cursorily. Many advertising people, he says, 
“still do a straightforward job and accept us as 
rational citizens (whether we are or not). They 
fill an important and constructive role in our 
society.” According to him, advertising “not 
only plays a vital role in promoting our economic 
growth but is a colourful, diverting aspect of 
American life; and many of the creations of 
ad men are tasteful honest works of artistry”. 
Had he pursued this line of thought deeper he 
would have found the logical impulses that lead 
inexorably from the “straightforward job” and 
“honest works of artistry” to the very kind of 
advertising he condemns so thoroughly. 

Dr Dichter—another analyst of modern adver- 
tising—holds that if the advertiser can discover the 
unconscious reasons of the consumer for buying and 
using certain products he can be more successful 
in his sales promotion by appealing to those moti- 
ves. The technique of persuasion through such 
appeals has in fact always been used intuitively by 
the “best’’ advertising campaigns. Dichter only 
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recommends conscious, organized search for 
motives beneath the surface, the apparent, the 
rational motives for the consumer’s use of soap 
or after-shave lotion. 

Once advertising is accepted as an essential 
part of economic structure, the sheer demands of 
efficiency in selling pressurize the advertiser to 
search for human motives deeper than the obvious 
ones. If they can be found and appealed to, less 
money will be wasted in advertising than at present. 
This is the raison d’etre of modern advertising. 

A different situation arises in subliminal adver- 
tising because it is a development in technology 
which any profession may exploit. To condemn 
it is no part of the general case against advertising. 
It reduces the consumers to a totally passive state 
of helpless acquiescence. A qualitative transfor- 
mation of technique has taken place which is more 
likely to be used by politicians, if at all, than by 
advertisers. It is society as a whole that has to 
suppress it. 

A case can be made against the routine, 
mundane world of advertising which comprises 
all the techniques of persuasion by tangible means. 
Its psychological tactics, however sophisticated, are 
subject to analysis by the consumer. It should be 
recognized that all its alleged or real evils are of 
its very nature, as that nature has its genesis in and 
is nurtured by a given social order. I do not 
believe that the aberrations of advertising are 
perpetrated by a class of diabolic dealers in human 
weakness. 

Compelled to address itself to an undiscriminat- 
ed and anonymous mass, the appeal has first of 
all to be diminished to the lowest common deno- 
minator of intelligence. If that meant nothing 
more than simplification, it would be tolerable. 
The requirements of “copy” go far beyond this. 
Whether intended to be “soft sell’ or “hard sell’ 
in non-technical language whether the advertiser 
intends to whisper or to shout, his avowed intention 
is to manipulate the listener by breaking through or 
getting behind his natural defences. 

Language almost invariably becomes insidious, 
falsely sincere, and inhuman in a variety of ways. 
The copywriter cannot meet the reader on equal 
terms. However honest he may be, his situation 
poses a dilemma for him. He cannot develop, 
though asked to do so, a meaningful relation to 
the things about which he has to write. And there 
is no remedy. 

Advertising copy is an instrument of mutual 
deception between copywriter and consumer. 
The deception is often harmless, sometimes enter- 
taining, ‘‘a diverting aspect” of modern life as 
Packard puts it, a fanciful embroidery of words on 
a remotely factual basis. Still, it is necessarily 
empty of thought and feeling, its occasional live- 
liness springing from cleverness and trainee sophis- 
tication. As it exercises its influence on the minds 
of millions by incantatory techniques—the catching 
slogan, the slick jingle—it places a premium on 
superficiality. 


AIDS TO 
MANAGEMENT 


DIVERSIFICATION OR 
CONCENTRATION ? 


By J.E. Wall 
The Manager, August 1961, pp. 595-97 & 625 


Complacency and rigidity tend to be the features of 
successful as well as unsuccessful business. To 
survive, all business must grow. Mr Wall, Manag- 
ing Director, Electric & Musical Industries, UK, 
discusses the pros and cons of diversification and 
concentration to meet the challenge of growth in 
business. 


IN any competitive business, with the present 
rapid rate of change in industrial and commercial 
techniques, judgment decisions are bound to 
play a large part. Choices may be presented 
to a board in a better way by adopting modern 
mathematical and statistical methods to identify 
the various possible courses of action. But, in 
the end, top management decisions about the 
direction and speed in which a company should 
progress will reflect much more than the rational 
analysis of factors pointing to concentration 
or diversification. 

With the present rapid rate of technical change 
in products, services, and markets, the risk— 
hence the cost—of doing business is steadily grow- 
ing. Product and market research are becoming 
a heavier burden. Marketing, with all modern 
forms of promotion, is becoming more expensive. 
Everything thus tends to favour the big company. 
Broadly, there are three ways in which a company 
can grow: 

@ Out of its own resources in the full sense. 

@ By buying or selling the assets and skills 
of others. 

@ By acquiring the assets and skills of others. 

The challenge of growth makes the decision 
regarding concentration or diversification rather 
imperative. No business can continue standing 
still, But unfortunately, like “rationalization” 
in the 1930s, diversification and concentration 
have come to have popular meanings often divorc- 
ed from reality. Concentration is often used 
to describe growing monopoly, and diversification 
to explain any take-over bid which appears 
to have little evidence to justify it. It is important 
to break away from these popular meanings. 
In fact, the margin between concentration and 
diversification can be extremely narrow. Concen- 
tration may be defined as a decision to remain 
in existing lines of business, i.e., existing products 
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and services. Thus, growth means either increas- 
ing the total market for these products and services 
or acquiring a larger share of the market in existing 
products and services. Such growth can be describ- 
ed as horizontal. 

Diversification may be defined as a decision 
to extend activities beyond the existing lines of 
business. This can come in three ways: 

@ While remaining in existing kinds of 
product or service a business can be 
developed forwards or backwards into 
some other stage of the same industry. 
This growth is vertical. 

@ By moving into different but related pro- 
ducts, i.e., products requiring similar skills 
and assets and reaching similar markets. 

e By moving into different and unrelated 
products. This is the popular conception 
of diversification. 

These definitions have been put in terms of 
products and services. There is, however, another 
way in which a business can concentrate or 
diversify—by geographical growth either in the 
same countries or in other countries. As far as 
overseas is concerned this can take two forms— 
either by developing exports or by actually going 
into business in the overseas markets. 

The advantages of concentration include the 
fact that existing assets, skills, and technical 
knowledge can be exploited to the full. If the 
business is successful it may be confident of conti- 
nuing to provide a good return on assets so 
employed and thus do better than branching into 
other lines of activity. This is especially true 
where the market is growing. If it seeks to develop 
overseas it may be able, in less developed markets, 
to use old designs and old tools. 

On the other hand, this very confidence in a 
company’s ability to make a continued success of its 
existing activities may be a good reason for change. 
Complacency and rigidity tend to be features of 
successful, as well as unsuccessful, business. 

Rate of technical change. Other factors clearly 
relevant to this decision are the rate of technical 
change and the size of the existing investment. In 
so far as it costs very large sums to remain techni- 
cally in the forefront, to increase the market, or a 
share of the market, the risks of staying in one line 
of activity are intensified. At the same time, these 
very factors may frighten off competitors. 

If the existing lines of products or services are 
wide, concentration upon an already diversified line 
may not be dangerous. On the other hand, if the 
lines are narrow and specialized, the risks of tech- 
nical developments by competitors are intensified. 

Diversification, the “opposite”’ of concentration 
may take one of three general forms. The first 
is vertical development, moving into other stages 
of the same industry. For example, a company 
engaged in manufacture or assembly may move 
into certain raw materials or components; at the 
other end, it may decide to move into marketing 
through all its stages. If the company is engaged 
only in one stage of its industry there is obviously 
wide scope for this type of diversification. 


In assessing the factors which affect the decisions 
of a board the risk of being in the hands of firms 
engaged in the other stages of its industry has to 
be reckoned with. Secondly, it may feel that the 
profits made in the other stages are better than the 
profits it makes itself. Thirdly, it may see. its 
competitors moving into these other stages and 
may thus feel obliged to follow. Fourthly, it may 
believe that by spreading into other stages it 
spreads its risk. Finally, it may well be able to 
exploit some of its existing skills and knowledge 
more effectively in the other stages of production 
and marketing. 

The second form of diversification is the manu- 
facture of related products. There is wide scope 
for diversification here, especially where a business 
is already concentrated in a fairly narrow field 
of activity. Many products have much in common 
both as regards manufacture and marketing. They 
may use similar raw materials or they may have 
similar outlets for the finished products. Good 
examples are textiles or major domestic appliances. 
In textiles, for instance, the movement into related 
products embraces the whole range of substitutes, 
e.g., natural and artificial fibres. 

The factors to be taken into account fall in 
between concentration and diversification into 
different products. By diversifying into related 
products a company can broaden the basis of its 
business and spread its risk. The older products 
or services may not have the same growth poten- 
tial as new related products, but the skills, know- 
ledge, assets and so on may not in fact be different. 
For example, the same research and development 
techniques may apply. Competition may in fact 
force such a development upon any company, 
especially where there is a high rate of change 
both in manufacture and in markets. 

The manufacture of unrelated products is the 
popular concept of diversification. These are two 
general attitudes of management which underlie 
decisions to diversify in this way. First there is 
the view that, given adequate finance and good 
management, there is no insuperable problem for 
any firm wishing to expand into any field of activity 
whatever. All technical skills in manufacture 
and marketing can be bought along with research 
and development and other specialized services of 
all kinds. The second is the development of the 
finance holding company, which is primarily a 
device for spreading risk but with a minimum of 
interference in the management of companies held. 
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HOW MANAGEMENT USES DIRECT 
COSTING 


By K.S. Axelson 


Management Review (American Management 
Association) Vol. 50 No. 9 (September 1961) 
pp. 54-59. 


Mr Axelson, partner, Peat, Marwick & Co., USA, 
tells why companies are increasingly turning to 
direct costing in lieu of traditional cost systems 
and explains how it can be used to develop timely 
and accurate information for profit planning, and 
cost control. 


INTELLIGENT planning and efficient opera- 
tion demand an effective system for providing 
timely and accurate cost information. In three 
areas in particular profit planning, price structure, 
and cost control—cost systems play a vital role. 
The manager must rely heavily on cost information 
to formulate his decisions, and, to be worthwhile, 
any cost system must provide significant information 
to support and interpret management actions. 

Management has constantly been on the look- 
out for new techniques and methods that would 

- provide a more accurate basis for planning and 
control. Surveys conducted by the National 
Association of Accounting, for example, found that 
17 companies were using direct costing in 1953, 
and six years later the number had risen to 197. 

Direct costing, like traditional absorption 
costing, relates costs with revenues to determine 
periodic income. The two methods differ, however, 
in the way they classify various costs and in the time 
at which they take them into account. 

Under conventional absorption costing, 
accounts are classified according to the nature of 
the expense—materials, wages, taxes, etc.—and 
there is no recognition of any difference between 
fixed and variable costs. Manufacturing costs, 
both fixed and variable, are assigned to the pro- 
ducts sold during the period to determine a gross 
margin; manufacturing costs for unsold products 
are deferred in inventory for treatment in a later 
period. All non-manufacturing expenses are 
deducted from the gross margin of the period in 
which they are incurred. One disadvantage in this 
system is the difficulty of apportioning over-head 
expenses to products. 

Under direct costing, a distinction is made 
between costs that fluctuate directly with produc- 
tion volume—variable costs and those that are 
relatively insensitive to changes in volume— 
fixed costs. Direct labour and material costs, for 
example, vary with the level of operating activity, 
but items like depreciation and rent tend to remain 
constant. This distinction between fixed and 

variable costs is applied to marketing as well as 

manufacturing costs. 

Profit planning. Many companies have turned 
to direct costing to improve their procedures for 
planning future operations to meet established 
goals. Since the volume of production may fiuc- 
tuate considerably, accurate knowledge of cost- 
volume-profit relationships at various sales levels 
will facilitate the evaluation process. 


With direct costing, this kind of data may 
be constructed by applying a cost ratio to each 
projected sales level to produce a marginal income, 
and deducting fixed costs to yield a net-income 
figure. There is a limit to the ranges within which 
this analysis is valid, since extremely great shifts 
in volume will also induce variations in the total 
fixed costs; nevertheless, unit marginal-income 
figures remain realistic over a wide range. 

An evaluation of the profit consequences 
of changes in volume or product mix is facilitated 
when variable and fixed costs are separated. 
The cost-profit-volume relationships are readily 
available in a direct-costing system, but they 
must be constructed from a special analysis under 
absorption costing. 

Price structure. Pricing structure is important 
in the analysis of the product mix to identify un- 
profitable lines that should be eliminated and highly 
profitable lines on which sales effort should be con- 
centrated. Cost may be a starting point in estab- 
lishing a selling price, but the relationship between 
cost and price is not an inflexible one, owing to 
such influences as changing customer demand, 
the nature of the product, and competition. But 
whether the price is determined by the market 
or set by the manufacturer, marginal-income 
analysis is critical in establishing the lowest accept- 
ble price base; therefore, the better understanding 
management has of cost-price relationships, the 
more intelligent its price decisions will be. 

Under conventional absorption costing the 
fixed costs are spread over an increasing number 
of units as production increases, and the fixed 
cost assigned to each unit is thus smaller. The 
reverse is also true: as production drops, each 
unit must bear a larger portion of the fixed costs. 
This means that the cost base for quotation is 
highest at a time when competition is keenest. 

Under absorption costing, a company may 
accept orders at a price that covers material, 
labour, and a portion of over-head, but unknowingly 
it may be paying out more in variable costs than 
it is receiving for the goods. With direct costing, 
this cannot happen; management knows that 
the total variable cost represents the point below 
which a price no longer contributes to the financial 
advantage of the business. 

Cost control. Direct costing augments manage- 
ment by exception, since the incomes statement and 
supporting documents more readily indicate res- 
ponsibility in accordance with organization struc 
ture. Fixed costs, reported separately, are shifted 
to the level of management where they belong, 
and the need for allocations is eliminated, to the 
general relief of all. 

Management can analyze operating statements 
with increased understanding when the facts 
are subject to a more simplified treatment. 
Through this focus, management can quickly 
recognize when results are trending out of line 
and initiate timely corrective action. 

Budgets pose much the same problem as 
financial statements. The most usual form, the 
fixed budget, are prepared for a specific anticipated 
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level of activity, ‘vhich may or may not be realized 
in the due course of events. When the activity 
level turns out to be higher or lower than the budget, 
management is faced with a continual analysis of 
actual and budget results. Some companies have 
tried to avoid this situation by preparing a 
series of fixed budgets for many possible operating 
levels. But it is much more useful to have a 
flexible budget in which every expense is reduced 
to its fixed and variable elements. Direct costing 
is an aid in the construction and use of such flexible 
budgets. 

Drawbacks. Even the best designed plans have 
certain limitations. For one thing, practical obs- 
tacles have been encountered by companies desiring 
to use direct costing for external reports. Detrac- 
tors of direct costing feel that inventory is under- 
valued for external reports and tax purposes, 
since fixed costs are assigned to profit-and-loss 
during the period in which they are incurred, 
leaving only variable manufacturing costs in 
inventory. On the other hand, a few companies 
have successfully utilized direct costing for external 
reportings as well. 

‘ Another difficulty concerns the separation 
of costs into fixed and variable categories. 
Pure fixed and variable costs are easy to identify, 
but the large number of costs that have elements 
of both make classification a perplexing task. 
Nevertheless, many companies have found that 
this problem can be resolved if the study is conduc- 
ted over a number of time periods and some 
flexibility of classification is exercised. 

Direct costing is not a totally new technique 
that requires a company to make substantial 
modifications when it is introduced. It is rather 
a different way of looking at the same facts— 
a new perspective that can be useful in providing 
management with effective operating controls 
and increased ability to plan future courses of 
action. When costs are split between fixed and 
variable elements, and _ significant . cost-volume- 
price relationships for various levels of production 
volume are obtained, management can gain a 
clearer understanding of operating reports and 
cost behaviour and more useful data for short- 
term profit analysis and planning. 


GOVERNMENT 
AND BUSINESS 


THE PURPOSE OF PUBLIC ENTERPRISE 
By V. V. Ramanadham 


AICC Economic Review, September 22, 1961, 
pp. 38-40 & 44. 


It is imperative to work out broad criteria of public 
investments in the current pattern of allocation of 
resources and establishment of organizational 
agencies. Dr Ramanadham makes a plea to ensure 
that the right choices are made in relation to the 
three factors (of social returns, time, and region) 
—choices which are consistent with national 
policies and interests set by Parliament. 


BROADLY there are four purposes with which 
the institution of public enterprise may be empha- 
sized in an under-developed economy of the Indian 
type. First, it is desirable, if not inevitable, to 
employ public enterprise as a means of promoting 
those economic activities from which social returns 
are far higher than direct private returns of profit. 
Secondly, public enterprise may be preferred as an 
agency for promoting those economic activities 
whose immediate direct returns are low in com- 
parison with their longterm returns. Thirdly, 
public enterprise may be a means of promoting 
capital formation at the public level for the sake of 
development investments under public auspices. 
Lastly, public enterprise may be a partial corollary 
of the social-economic principle of the socialist 
pattern. 

Social returns. Certain basic economic activities 
such as road-building, railways, and electricity are 
marked by greater social returns than direct rewards 
of profit. In fact, there may be situations in which, 
either in given regions or at given points of time, 
these organizations may be directed, with advan- 
tage, to work towards a low profit, if not a deficit, 
in the interest of encouraging compensatory eco- 
nomic developments in the areas of their spread 
effects. 

An under-utilized road system in a predomi- 
nantly rural or sparsely populated area and 
schemes of rural electrification are examples of 
basic over-heads which do not bring high returns 
to the investor; yet these are justified in view of 
their promotional or developmental effects. No 
adequate attempt has yet been made in India 
in the direction of erecting sound criteria of social 
returns associated with the major categories of 
economic activity. 

Another. difficulty of a similarly conceptual 
nature is that an investment decision taken in terms 
of the accompanying social returns of one kind may, 
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at some distance of time or on the inter-industry 
scale, be followed by a social diseconomy in the 
sense of a reduction in the benefits already enjoyed 
by certain sections of people. Major investments in 
the technological improvements of existing indus- 
tries may, for instance, result in lowered prices 
and improved export possibilities on the one side, 
and in some reductionof employment, on the other. 
Such complexity arises mainly in dealing with 
the subjective (and emotional) elements implicit 
in the results of unfavourable kind. 

Long-term effects. Even on the ground of direct 
returns it may be necessary, in some channels, for 
public enterprise to step in if the national interest 
lies in emphasising the long-term returns from an 
economic activity as against its immediate returns. 
There are two aspects to this question, namely, 
investments in industries whose gestation period 
is long and investments in under-developed regions. 

Public enterprises in India have, it appears, 
been envisaged more in relation to the large gesta- 
tion industries than in the context of regional 
development. Positive evidence on investment 
decision in favour of the fairly under-developed 
areas is limited, e.g., the establishment of iron and 
steel works in Orissa and Madhya Pradesh. There 
is still smaller evidence to support the view that the 
decisions on public enterprise investments have 
been taken so as to be regionally complementary, 
by and large though not invariably, to those in the 
private sector. 

Capital formation. While it is expected that 
public enterprises should be a progressively impor- 
tant means of capital formation in the national 
economy, it is not clear that their operations are 
yet sufficiently in that direction. Public investments 
under the first two Plans in power, small industry, 
industries and minerals, and transport total about 
Rs 3,720 crores. We could add Rs 1,000 crores 
to this figure to represent the earlier investments, 
mainly in the railways. Rs 550 crores estimated as 
a resource for the Third Plan from the surpluses 
of public enterprise including railways, works out 
at the annual rate of 2.3 per cent. on the total 
investments. 

It is not clear why the Planning Commission 
placed the figures of surplus from the public enter- 
prises at Rs 550 crores. Nor is an indication 
given of the way in which the varying degrees of 
monopoly power enjoyed by the public sector 
industries are availed of for the purpose of capital 
formation. Soon enough these questions have to 
be expertly analysed and broad parliamentary 
decision taken, so that the nation as a whole can be 
sure that whatever quantum of capital formation is 
expected of the public sector undertakings does 
really materialize. 

The greatest need under the current pattern of 
resource allocation and of organizational agencies 
is the working out of broad criteria of public 
investments. The suggestion made here is neither 
that the criteria can be infallible nor that there 
can be accuracy in the operational veracity of the 
criteria. What is to be aimed at is the knowledge 
that the chain of full effects consequent on public 


42 


investment, in terms of direct and social returns, 
time and region, are taken into account, that the 
right choice in relation to these three factors 
(of returns, time and region) is made consistently 
with the national policies and the National Deve- 
lopment Council, and that there is a continuous 
and dispassionate assessment of the performance 
of each public enterprise in relation to the expecta- 
tions that supported the initial investment decision. 


ADMINISTRATION IN THE THIRD 
FIVE YEAR PLAN 


By Indarjit Singh 


The Indian Journal of Public Administration, 
(New Delhi), Vol. 7 No. 3, July-September 1961, 
pp. 246-55. 


The author, Director, O & M Division, Cabinet 
Secretariat, examines some of the important 
administrative prerequisites of a _ successful 
implementation of the Third Plan. 


ADMINISTRATION unfortunately never 
pre-designed. It follows substantive decisions on 
policy. It is therefore always catching up. One 
of the first requisites of administrative improve- 
ments in the Third Plan, therefore, is to keep 
administrative thinking in step with policy 
decisions. Some of the important prerequisites of 
a successful implementation of the Plan are: 

1. Project Preparation. This is like preparing 
the foundations for superstructure. The difficulties 
of taking up pioneering activities are many. One 
of the most important of these is how to assess 
estimates of costs accurately. 

2. Implementation of projects. Our old pro- 
cedures are based on excessive and concurrent 
checks and counter-checks. One of the impor- 
tant administrative tasks is to simplify procedures 
to enable quick decisions to be taken to pro- 
cure the necessary manpower and materials. In 
an economy of shortages, the qualities of impro- 
vization have to be fully called into play. 

Another important problem is the allocation 
of materials and services in short supply at 
strategic points. Administrative problems in 
connection with implementation are many, diverse, 
and complex. Some of them are known; others 
will arise as we go along. Our ability to tackle 
them quickly and effectively will be the supreme 
test of our administrative efficiency. 

3. Review of progress and an alertness to 
changes which are bound to arise in the best 
formulated projects. \t is easy to over-organize 
reviews. Most of this is not necessary. The 
designing of a satisfactory reporting system is a 
challenging administrative task as reliable two- 
way communications are important both for the 
policy-makers and the project authorities. 

4. Reduction of costs. It is incumbent on 
those engaged in the execution of Plan projects 
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to be cost-conscious if the physical targets are to 
be realized. Construction is one such area. It 
is not appreciated that 25 per cent of the Plan 
budget is spent on buildings. Realizing its im- 
portance, the Third Plan has devoted an exclusive 
section to construction costs. 

5. Financial management. The rules of 
business require that all proposals involving 
incurring of liabilities should be cleared with 
the Finance Ministry. This encourages itemized 
approach. Though the Ministry has broadened 
the scope of delegations successively, the itemized 
approach remains intact. As activities expand 
and decision-making gets diversified, this itemized 
approach to financial management is particularly 
difficult to live up to. The result is the clutter- 
ing up of small items in limited time. 

Conscious of these problems, the Government 
have agreed to some new principles of financial 
management: 

@ Larger delegation of powers will be made 
to Ministries for creation and continuance 
of posts, subject to periodical reporting 
and work study. 

@ Budget proposals should be prepared and 
sent to the Ministry of Finance for 
scrutiny according to a schedule agreed 
upon between the Secretary, Expenditure 
Department, and the Secretary concerned. 

This, however, will remain a pious sentiment 
unless: 

@ The Ministries re-organize themselves and 
create within their structures strong pro- 
ject cells to get estimates prepared in 
time for budget examination. 

@ A time-table is agreed upon between the 
Ministry of Finance and the Adminis- 
trative Ministries for orderly submission 
of budget estimates in sufficient details 
to enable a fair appreciation of liabilities 
likely to be assumed. The Ministry of 
Finance will have to indicate in advance 
what it considers is sufficient detail for 
a proper appreciation of liabilities. It 
should develop its own check lists and 
send them to the Ministries as guides to 
the preparation of project estimates. 

6. Containing the costs of projects. One of 
the persistent criticisms of Plan projects is that 
project estimates are always widely exceeded. 
Some of the projects are of a pioneering character 
for which no precedents exist; while others are 
repetitive. A considerable amount of accuracy 
in estimates should be expected in the latter case 
but as regards. the former, the best one can do 
is to see that no detail is missed as far as prac- 
ticable. It will be useful to make case studies 
of project estimates in the public and private 
sectors to assess the factors that make for changes 
from original estimates. 

7. Com runity relations particularly in the fields 
in which shortages exist and planned distribution 
have to be resorted to. The benefits of planning 
are more widely appreciated if the public gets a 
proper profile of Government where it comes in 


contact with it. It has for instance been recently 
decided that in such cases where it is practicable, 
time limits should be prescribed by the Heads of 
Departments for dealing with such matters as 
representations and applications from the public, 
and this time limit should be freely advertised. 
There is also need for organizing information 
counters, staffed by adequately trained people, to 
give information to the public on vital matters in 
which they are concerned with the Government. 

8. Motivating and maintaining public services 
at peak performance. Objective job descriptions, 
positions classifications, clear cut assignment of 
responsibilities and an adequate system of in- 
centives have all their part to play in building 
and maintaining morale in public enterprises. 

9. Managerial and work study techniques. In 
order to assist the personnel of public enterprises 
the widest possible dissemination of the knowledge 
of managerial and work study techniques should 
be undertaken. They add analytical equipment to 
the will to work and enable an objective apprecia- 
tion of the targets. 

10. Vertical movement of ideas. There is also 
need for freer vertical movement of ideas for 
improvements. The O & M Division has, during 
its investigations, come across the feeling that 
the task of improvement of administration is 
monopolized by senior levels of Government 
service. There should, instead, be a willingness to 
receive the contribution of every one, to improve 
administrative machinery, whatever one’s place in 
the Government set-up is. 

11. Speed in decision-making. The speed of 
decision making in vital sectors, each one of which 
should be identified by Secretaries to Government, 
should be improved without affecting the present 
quality of decisions. 

12. Evaluation. If proper supervisory arrange- 
ments exist, there is automatic evaluation. Evalua- 
tion to be a success has to be made by persons 
equally capable, technically and administratively, 
as those placed in charge of implementation of 
policies. Administrative research and analysis are 
the responsibility of the Committee on Plan Pro- 
jects in selected sectors of economy. 

The Third Plan must inevitably be a period of 
experimentation in forms of organizations and in 
methods of work. There is no doubt, however, 
that the Secretariat and other organizations, which 
have been inherited from the British, are already 
showing signs of maladjustment in present day 
circumstances. 

In fact, the British system, even as it exists 
today in the UK, is not an adequate pattern for 
the type of functions our Government has assumed. 
The problems of mixed economy, in which 
participation in industrial activity predominates 
initiative has to be taken by Government in 
organizing several pioneering activities, cannot be 
contained in the type of organization prevalent in 
the Whitehall. Nor can the US system be trans- 
planted in our environment. We have, therefore, to 
evolve our own system suited to our genius and 
the functions assumed by Government. @ 
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trom 


the 
chair 


excerpts from the 
speeches of 
company chairmen 


Addressing the 24th Annual 
General Meeting of the Jay Eng- 
ineering Works Ltd., Lala Charat 
supported the need for 
compulsory exports: 


A Piea for Enforced Exports 


“Government of India is propos- 
ing a programme of compulsory 
exports. A prerequisite for the 
success of such a programme is an 
efficient system of rigid quality 
control, so that sub-standard goods 
do not get exported. Otherwise, 


there is the danger of export 
markets being spoiled for Indian 
goods. 

We believe that in the existing 
circumstances there is no alter- 
native to a programme of enforced 
exports. At the same time, it is 
necessary to create favourable 
conditions for those who are them- 
selves willing to export. Our 
economy is tending to be a high- 
cost economy; for this reason, the 
need for matching the incentives 
which exporters of other compet- 


ing countries enjoy, becomes all? 
the more emphasized. Government 
action are, reduction in steel prices. 
for engineering goods, and the 
availability of long-term credit at 
low rates of interest. Early decision 
on these will considerably stimulate 
exports. 

It is a matter of gratification that 
Government has realized the need 
for offering income-tax relief to 
exporting industries. While we are 
happy that the proposition has 
been accepted in principle, | would 
like to submit to Government that 
the mechanics of granting the relief 
should be designed to avoid self- 
defeating delays and complica- 
tions. | am moved to make this 
observation by our experience of 
existing incentives, with which it 
has unfortunately been the rule, 
rather than the exception, that 
mechanics of obtaining the pro- 
mised reliefs have been far from 
simple and speedy.” 


Compulsory Exports: Ill-Conceived 


At the annual general meeting 
of Kirloskar Oil Engines, Mr S.K. 
Kirloskar, dwelt on the theme of 
compulsory exports: 

“The recent announcement of the 
Union Planning Minister, indicat- 
ing the possibility of investing the 
Government with statutory powers. 
to limit sales of manufactured 
commodities in the country and to 
reserve certain quantities for 
export, is rather misconceived. 
The contemplated measures reveal 
a doctrinaire approach to the 
problem. 

If ‘he measures are to be really 
helpful, the approach should be 
more realistic and practical. Export 
drive cannot be accelerated by 
compulsion. It is a basic problem 
affecting the economy of the 
country and as such, can be solved 
only by the co-operative effort of 
the Government, the manu- 
facturers and the public and not 
by restrictive legislation. 

The other measures contemplat- 
ed, namely, possible remission in 
taxation, a comparative advantage 
to exporters in the levy of excise 
duties, widening of the schemes of 
refunds, reduction in Railway 
freight, price concession in raw 
materials and giving priority in 
allotting foreign exchange to 
industries producing for export 
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are indeed incentive for export. 
The concessions and facilities 
already afforded to exporters by 
the Government, coupled with these 
further facilities, when afforded 
will go a considerable way in pro- 
moting export trade. 

But it should be borne in mind 
that production of quality goods 
in quantity at a competitive price 
is a prerequisite for the success of 
the export drive. It is for the 
Government to create a favoutable 
climate for this. All impediments 
in the way of smooth production 
will have to be removed. 

The Third Five-Year Plan has 
set a target of Rs 800 crores for 
exports in 1966. This can be achiev- 
ed only by a concerted effort on 
the part of the Government, manu- 
facturers and the exporters. By the 
concession and facilities the 
Government may, at best, induce 
manufacturers to export a certain 
portion of their production. But 
that alone would not solve the 
problem. 

Our goods to be sold in foreign 
markets should be competitive in 
price and quality. Ultimately, it is 
the co-operation of industries, in 
providing quality goods in quantity 
and at lowcost, that determines the 
degree of success of this export 
drive. Sol sincerely feel that the 
Government should proceed, tak- 
ing the manufacturers into confi- 
dence and, by enlisting their 
co-operation, make them willingly 
participate in this great national 
effort. 

Another problem to be tackled 
in this connection is to establish, 
immediately, industries which are 
vital tothe economy of the country 


and which are draining a lot of 
foreign exchange from the country 
at present. Immediate establish- 
ment of such industries would save 
all this foreign exchange. Quick 
decisions and speedy execution are 
two important factors in accomp- 
lishing this. Unfortunately, there 
is too much hesitancy and delay 
in taking decisions which invariably 
cost the country a lot of foreign 
exchange. Even when a decision 
is taken, the Government adopts 
a very vacillating policy, which 
results in undue delay (as, for 
instance, regarding the manufac- 
ture of diesel locomotives) in 
implementing decisions taken, to 
the detriment of the interests of the 


country. 
The Government machinery 
should move faster in taking 


decisions and implementing them, 
especially in such matters where 
there is a possibility of saving 
considerable foreign exchange, so 
essential to the economy of the 
country today.” 


Location of Textile Industry 


Addressing the 32nd Annual 
General Meeting of the Raghuvan- 
shi Mills Ltd. Mr Ravindra Man- 
ganlal, Chairman of the Company, 
discussed the question of location 
of textile industry: 

“I fully appreciate that, in a 
developing economy, itisnecessary 
for the Government to tap all 
sources of revenue and that taxa- 
tion is one of the main instruments 
of social policy and justice. It is, 
however, essential that the laws, 
rules and regulations for achieving 


this object should be lucid and 
unambiguous. 

The cotton textile exports con- 
tinue to fall and the entry of the 
United Kingdom into the European 
Common Market is likely to have 
further adverse effect. India has 
all potential factors necessary to 
become the leader in the world of 
textiles. It is therefore necessary 
that vigorous steps such as exten- 
sive re-equipment, quality control, 
decrease in production costs, and 
holding the domestic consumption 
within reasonable limits, should be 
taken to achieve this end. 

One of the steps for achieving 
decrease in cost would be to ex- 
pand the existing units wherever 
possible. In my opinion, it would 
be a better policy if expansion 
is allowed to the existing units 
situated in places where the 
textile industry is very well esta- 
blished. This would lead to more 
economical and efficient working 
instead of scattering units all over 
the country in places where the 
textile industry is to be newly 
established. 

Admitting that improvement 
has to be brought about in 
industrially backward areas, it 
would be advisable to start abso- 
lutely new line of industries, 
instead of textile industry which 
works better where a_ large 
number of units are located. If 
this policy is adopted by the 
Government, I am quite certain 
that both increase and economy 
in production will be achieved 
quickly, which, in turn, will enable 
the industry to regain its hold on 
exports before it becomes too 
late.” @ 
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ALL India Management Association takes pride 
in reporting the election of DrK. S. Basu as a 
Fellow of the International Academy of Management. 
The Academy is appointed by the Comite Inter- 
national De L’Organisation Scientifique whose 
general purpose is to promote internationally 
the principles and methods of scientific manage- 
ment in order to improve living standards in all 
nations through more effective utilization of human 
and material resources. 

Membership to the Academy is granted ‘“‘in 
recognition of distinguished services rendered 
to the science of management, and of deep and 
comprehensive understanding of this field of 
knowledge”. 

This international recognition of Dr Basu, who 
is the first Indian to be elected as a Fellow, is a 
significant event for the management movement 
in India. The citation given to Dr Basu at the time 
of election reads: 


KALYAN SUNDER BASU 


A brilliant contributor to scientific manage- 
ment in areas of personnel management and 
labour administration. The products of his pen, 
no less than his contributions as an administra- 
tor, have brought him distinction, admiration 
and respect throughout his great country and 
increasingly throughout the world. 


an honour to 
indian 
management 


Election of Dr Basu 


as 
Fellow of the 


International Academy 
of Management 


Dr Basu was born in 1915, and after practising 
medicine for some years joined Hindustan Lever 
in 1948 as Chief Medical Officer. He has been 
President of the Society for the Study of Industrial 
Medicine and Editor of the /ndian Journal of 
Industrial Medicine. At present Dr Basu _ is 
Personnel Director of Hindustan Lever. 

Dr Basu was a member of the Indian Delegation 
to H.R.H. The Duke of Edinburgh’s Study Con- 
ference on the Human Problems of Industrial 
Communities within the Commonwealth and 
Empire held at Oxford in 1956. He also led the 
Indian Management Delegation to the XIIth CIOS 
Conference in Australia in 1960, Dr Basu made a 
dishtinguished contribution to the deliberations of 
these conferences. 

Dr Basu is actively engaged in promoting 
management movement in the country. He is, apart 
from being associated with numerous professional 
bodies, President of Bombay Management Asso- 
ciation and Bombay Productivity Council ; and 
Chairman, Indian Institute of Personnel Manage- 
ment, Bombay Branch. 

On behalf of its readers, Indian Management 
offers its felicitations to Dr Basu on his election 
as a Fellow of the International Academy 
of Management and for having brought a 
great honour to his country and specially Indian 
management. 
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workshop 


on 


industrial purchasing 


and 


materials management 


IN- collaboration with the Delhi 
Management Association and the 
US Technical Co-operation Mission 
to India, the All India Manage- 
ment Association organized on 
September 8 and 9, 1961, a Work- 
shop on Industrial Purchasing and 
Materials Management. About 
thirty Purchase Executives from 
all over the country participated. 
The deliberations of the Work- 
shop were divided into three 
Sessions: Session I, dealt with 
Objectives of Purchase; Session II, 
‘Tools and Techniques; and Session 
Ill, Application and Action. 


Session one 


Mr N.E.S. Raghavachari, 
Director-General of Supplies and 
Disposals, Ministry of Works, 
Housing and Supply, was the dis- 
cussion leader of Session I. Initia- 
ting the proceedings, he pointed 
out the diffici'ties experienced in 
the procurement of commodities 
and raw materials. These diffi- 
culties principally arose through 


shortages of raw materials and 
foreign exchange; different sets 
of specifications; long delivery 
periods; and high prices. 

The process of reconciling the 
buyer’s requirements with the 
supplier’s goods is, Mr Raghava- 
chari maintained, both tedious 
and time consuming. The procure- 
ment and supply of materials 
could be a simple matter if the 


_ buyer and the supplier could work 


from the same set of specifications. 
The Indian Standards Institution 
is doing valuable work in stan- 
dardizing various industrial com- 
modities and raw materials. 

One of the chief problems 
discussed in the Session was how 
to obtain co-ordination between 
purchasing inventory and ware- 
housing. Some of the participants 
suggested increased co-ordination 
—if not unification—of the pur- 
chasing and stores functions under 
one control. Such a measure, it 
was suggested, could effect reduc- 
tion in the purchasing time by 
reducing the time operating from 


the initiation of the purchase 
request to the actual delivery of 
commodities. 

Another problem posed in the 
Session was regarding the orga- 
nizing of purchasing office to 
meet plant requirements. Most 
of the participants felt that pur- 
chasing should be centralized on 
those items where bulk orders 
can be placed for commodities 
of common use. This would 
require an analysis of the type and 
quantity of commodities bought 
annually by the various units 
placing long-range contracts for 
such commodities and further 
reduce the buying costs. It was 
felt that items of individual 
requirements should better be 
bought separately by each 
operating unit. 

The participants also discussed 
how to evolve a policy for pur- 
chase of essential raw materials. 
The proposed solutions were: 


@ rationalize long term con- 
tracts for bulk purchasing; 


@ Prepare price curve charts 
and use them for most 
favourable purchasing; 


@ Maintain stocks for three 
to six months and keep more 
under cover and buy at the 
lowest ruling prices. 


Session two 


Mr A. R. Palit, Editor, Eastern 
Purchasing Journal, initiated the 
Second Session and drew attention 
to tools and techniques of modern 
purchasing, especially value ana- 
lysis and linear programming. 
(The note and the charts prepared 
by Mr Palit, which were discussed 
during the session are reproduced 
at the end of this report.) 


Session three 


Inaugurating the Third Ses-ion 
Mr Srinivasan, President, Delhi 
Management Association, pointed 
out how purchasing regard- 
ed very important function in 
his company, Hindustan Lever. 
According to him, purchasing is 
an essential ingredient of all 
commercial planning, including 
manufacturing, advertising, and 
marketing. Modern purchasing is a 
vital but a very complex operat!on, 
further complicated by shortages 


47 


of raw materials of the right type, 

long delivery periods, high prices 

and shortages of foreign exchange. 

The changed conditions have 

made the purchasing officer an 

indispensable member of the top 
management team. 

As a consequence of the rapidly 
changing industrial scene in India, 
some new purchasing problems 
have arisen: 

@ Vagaries of import licensing 
procedure every six months 
—changes in policies without 
prior notice. 

e@ Effect of export policies on 

prices. 

e@ Effect on prices of tax 
changes on material supply 
contracts. 

The modern purchasing officer, 
therefore, has to take a ‘forward 
look”’ in buying by: 

@ Taking a long-term view of 
prices, total production of 
articles and a continuous 
review of both. 

e@ Anticipating shortages to the 
extent possible. 

@ Maintaining liaison’ with 
transport. 

The purchaser, according to Mr 
Srinivasan, has to play an innova- 
tor’s role by 

@ searching for alternative and 
new products. 

@ Surveying new ideas. 

e Persuading production and 
marketing to experiment with 
substitutes. 

Where materials are not avail- 
able according to specifications or 
in the desired quantities, the pur- 
chaser has to build up new 
suppliers. This is a long and, at 
times, a frustrating process. 

In the interests of an efficient 
operation there should be increas- 
ed co-ordination between the pro- 
duction and buying departments. 
Mr Srinivasan recommended the 
following steps: 

@ Provide opportunities to the 
two departments to appre- 
ciate each other’s difficulties. 

@ Persuade the production 
department to be cost-con- 
scious. 

@ Interchange junior staff in 
the two departments for 
short periods. 


The purchasing efficiency of a 
company should be under constant 


review and Mr Srinivasan enu- 
merated two criteria for this: 

a. Compare with competitor’s 

purchase; and 

b. Examine if inventory is 

loaded with high priced 
materials or too much of 
slow moving items. 

An important problem discussed 
in the Session was how to evolve 
purchase procedures for public 
sector manufacturing organiza- 
tions. Two different sets of 
opinion were put forward. One 
opinion was that there are no 
basic differences in public or 
private sector purchasing. A pur- 
chaser is solely guided by consi- 
derations of optimum quality and 
delivery at lowest prices, irres- 
pective of the type of manage- 
ment control. It is, however, true 
that in practice the processing 
methods are somewhat different 
in the public than in the private 
sector. 

The other opinion was that 
actual operational procedures 
make public buying vastly different 
from the private sector purchasing. 
For instance, unlike the establish- 
ed policy of private companies, 
public corporations cannot indulge 
in supplier selectivity. Even the 
maintenance of records, process- 
ing of purchase order, and the 
final purchase of goods are con- 
siderably different in each sector. 
Therefore, the private sector 
practices cannot be adapted to 
public sector purchasing. @ 


A NOTE ON 

TOOL AND TECHNIQUES 
OF 

MODERN PURCHASING 


1. The emphasis in purchasing 
has shifted from the mere fuction 
of calling for tenders and accept- 
ing the lowest offer, and negotiat- 
ing for price-reduction or “‘bar- 
gaining’, to Purchasing Research, 
Advanced Mathermatical and 
Statistical Techniques, Value 
Analysis, and other modern tools 
and techniques. Purchasing is 
now regarded as an important 


management function and is very 
often integrated with other mater- 
ials-management functions. 


A few organizations in India 
have adopted some or most of 
the modern techniques; but by 
and large, the majority have not. 
It will benefit all organizations 
to examine these tools and techni- 
ques and to adopt them as far as 
practicable. 


Some of the more important 
tools and techniques may be 
listed as follows: 


@ Integration of Materials 
Management _functions— 
enlarged scope of Purchasing 
& Materials Manegement— 
teamwork between Purchas- 
ing Stores, Procuction, 
Sales Transport, Design, 
Quality Control, Inspection, 
Finance & Accounis Depart- 
ments— Participation in top 
management. 

@ Analysis of volume, value, 
frequency and type of stores 
A-B-C- analysis; Materials 
Planning and programming; 
Materials and Purchase 
Budgeting. 

@ Rationalized codification of 
stores; standardization and 
simplification of stores; 
fixing company standards. 


@ Market research for pur- 
chasing — purching and 
commodity research; source 
development; determination 
of correct method of purcha- 
sing—increased use of rate, 
running and blanket con- 
tracts, repeat orders, and 
negotiated orders. 


@ Cultivation of better vendor- 
relationship; reliability in 
vendor selection; improved 
methods of sub-contracting. 


@ “Make” or “buy” studies; 
analysis of supplier costs 
and transport costs. 


@ Value analysis. 


@ Selective inventory control; 
balancing inventory and pro- 
duction and sales; improved 
layout of stores; improved 
materials-handling. 


@ Advanced mathematical and 
statistical techniques; corre- 
lation analysis for inventory; 
the learning curves ; opera- 
tions research including 
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linear programming for 
source seletion, economy in 
transportation and inventory 
problems. 

e@ Data-processing. 

@ Simplified procedure and 
routine; reducing paper 
work and processing time; 
effective liaison and follow- 
up; selective reporting to 
management. 

@ Periodic appraisal of over- 
all performance. 


Some of these tools and techni- 
ques will be examined in this 
note. 


3. Integration of materials- 
management functions 


The materials-management con- 
cept makes'one department respon- 
sible for materials-costs and mate- 
rials flow and it brings about a 
more balanced view regarding the 
ultimate costs and against the 
initial costs. 

The success of materials manage- 
ment depends a great deal on very 
intimate and regular inter-depart- 
mental co-operation and co-ordi- 
tion between the using or produc- 
tion department, the technical 
department, the sales and distribu- 
tion department, the transport 
department, the purchase depart- 
ment, the stores departnient, 
and the finance and accounts 
department. 


4. Codification of stores 


This is not as simple as it 
sounds. It was recently found 
that a plain single-diameter pin 
was described by 111 different 
names such as “drive pin’’, “dowel 
pin’’, “wire pin’’, “push rod”, and 
“‘valve rod’’. Rationalized codifica- 
tion will avoid such multiplicity 
and will reduce 111 stock items 
to just one. 


5. Simplification and standardi- 
zation 


Simplification, that is, reducing 
the number of varieties, requires 
a thorough study of the fre- 
quencies of demand and the 
fixing of sizes, preferably in 
accordance with the “Preferred 
Numbers System’. In the UK 
73 metal widths were recently 
reduced to 12; they will be further 
reduced to 6. In the USA the 
size and types of grinding wheels, 
nails and tacks, brushes, files and 
rasps, etc. have been reduced 
by over 60 per cent in many 
instances. 

Apart from adoption of stan- 
dard specification, sizes, types, etc., 
sometimes it is advisable to evolve 
one’s own standard in place of 
maker’s standard, if it is more 
economical. A_ particular size 
of zinc slab to maker’s standard 
may require breaking into two 
pieces before it can be used in 
your furnace; a slight change 
in the size could ensure that it 
could be used without breaking. 


6. Selective inventory control 


Selective-inventory-control is 
becoming increasingly popular. 
It requires analysis of the stores, 
particularly according to value 
and frequency of demand; it 
requires materials-budgeting, 
planning and programming; it 
requires the application of Eco- 
nomic Order Quantities formula 
or correlation analysis wherever 
feasible. Again depending on the 
activities of the particular organi- 
zation, different methods of con- 
trolling inventory have to be 
adopted—the constant-level system 
of replenishing stores will not 
yield the best results in every 
case. There are also cases requir- 
ing considerations of balancing 


production and inventory and 
whether bulk discounts should 
be obtained or not. These can 
be solved by mathematical 


analysis and from economic 

considerations. 

7. Advanced mathematical 
techniques 


Linear or mathematical pro- 
gramming has been successfully 
applied to industrial problems 
particularly those of allocation and 
transportation. Prof R.W. Revans, 
Professor of Industrial Adminis- 
tration University of Manches- 
ter, has noted that with reasonable 
problems, savings of 5 to 10 
per cent should be made by Linear 
Programming. 

Mathematical calculations of 
E.O.Qs and correlation analysis 
of stores and inventory are useful 
for determining the quantities 
to be purchased for replenishing 
stock. 

Application of learning-curves 
are useful for price negotiations, 
particularly for long term contracts 
with sub-contractors. 


8. Value-analysis 


Value-analysis is not concerned 
with the price alone but in finding 
out whether the best value for 
money is being obtained. For 
value-analysis, it is important 
to think in terms of buying a 
“function” rather than just an 
an item. For example, one does 
not buy paints, qua paints, one 
buys surface protection. 

Value-analysis is concerned with 
ascertaining whether the material 
or item purchased is good value 
for the required end-use. For 
example, the purchaser may pay 
a reasonable price for an article, 
which may yet be too expen- 
sive for the ultimate objective. @ 
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OBJECTIVES OF INDUSTRIAL PURCHASING 


To maintain continuity of Production. 

To contribute to competitiveness of the end 
product. 

To contribute towards higher productivity. 

To buy for the best ultimate value, not necessarily 
the lowest initial price. 

Reduction in the costs of end products 

Improvements in the quality of end products. 

Elimination of extra materials costs. 

Increase in profits. 


MODERN TOOLS AND TECHNIQUES 


1. Integration of Materials-Management and 
Purchasing 

2. A—B—C analysis of Stores 

3. Rationalized codification of stores 

4. Standardization and simplification of stores 

5. Market research for purchasing 

6. Improved vendor-relationship 

7. “Make or buy” studies 

8. Improved methods of sub-contracting 

9. Value analysis 

10. Improved methods of inventory management 

11. Determination of economic order quantities 

12. Correlation analysis for inventory control 

13. Operations esearch including linear 
programming 

14. Data-Processing; selective expediting 

15. Simplification of procedure 

16. Appraisal of performance. 


QUESTIONNAIRE FOR VALUE ANALYSIS 


Does it contribute value? 

Is the cost proportionate to its utility? 
Does it need all its features? 

Is there anything better to serve the intended 
purpose? 

Can a usable part be made by lower-cost 
methods? 

Can a standard product be used ? 
Considering the quantities used, has it been 
made on proper tooling? 

Do materials, reasonable labour, overhead, 
and profit total its cost? 

Will another dependable supplier provide 
it for less? 

Is anyone buying it for less? 


SOME TABLES ON 
INDUSTRIAL PURCHASING 


WHAT EFFICIENT PURCHASING CAN 
DO TO ENSURE THE SUCCESS 
OF THE THIRD PLAN 


DATA Estimated value 
in crores of 
Rupees 
Industrial Purchasing at present 600 per year 
Industrial Purchasing during the 
Third Plan 1000 per year 
Imports during Third Plan (excluding 
PL 480 food-grain) 5750 
Foreign Exchange requirements 
during Third Plan 2030 


TARGETS OF EFFICIENT PURCHASING 


(in crores of rupees) 
Reduction of total cost by Rs 250/500 
Reduction cost of imports by Rs 288 
Reduction of materials costs in 
industries by 5% 
Reduction in Foreign Exchange 
Requirements 


Contribution towards price stabili- 
sation 


Contribution towards lowering cost 
and improving quality of exports. 


MATERIALS COSTS IN INDIAN INDUSTRIES. 
All Industries (Average of 29 


Industries for 1954-57) 64% 
Sugar 68.57% 
Cement 33.06% 
Cotton Textiles 59.20% 
Jute Textiles 66.01°%* 
Chemicals 50.84% 
General Engineering 55.09% + 
Iron & Steel 35.71 %F 


*Source—Article by M.S. Srinivasan in the October 196f 
issue of Eastern Purchasing Journal, 


¢Based on Data published by the Director of Industrial 
Statistics. 
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In the forefront of economic progress. . 


Under the impact of our Five Year Plans. lidis 
is taking rapid strides toward industrialisatios. 
In this, the contribution of the DCM 


Chemical Works has kept pace with tue 


demands of the Plans and the requiremen’s 
of industry. In our 19 years of exiscence 
— from 1942 to 1961 we have grows 
from a 2-ton Sulphuric Acid Plan 


into one of India’s leading chemical 


manufacturers producing a wide 


range of heavy chemicals. 


In the field of management 
also we have kept pace 
with the growth of new 

concepts in management, with our 

system of Consultative Management, 
Works Committees and Plant Panchayats etc 


[CHEMICALS| TH: CHEMICAL WORKS, POST BOX NO. 1211, DELH, 


DCM—1498 
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Having fun— 
wish you 
were here 


Puri. Sea’s warm, wonderfully refreshing. Lazy hours 
on superb beach, perfectly peaceful. Acquiring 
antiques—also smattering of temple architecture. 
Prolonging week-end by week. (And Wills’ Gold 
Flakez As fine as ever —superbly satisfying — wherever 
you go they’re good.) 
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Gently, he sticks the last strip of 
tissue - paper over the frail balsa 
fuselage. A little glue, a little 
patience and he is proud of his 
HF-24, supersonic jet plane. 


PR 
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Someday soon he will know that 

"putting together India’s first super- 
sonic jet wasn’t so easy. It would 
have been impossible to weld and 
fabricate the sleek aluminium body 
he admires so much without 
Argon. 


A rare gas, Argon welds difficult 
metals and is now produced in 
India for the first time by Indian 
Oxygen. Like the HF-24, indigenous 
Argon will save India much foreign 
exchange. 


INDIAN OXYGEN LIMITED 


1OC-32 
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Sole Selfing Agents 


Backed by the 50 years’ 


experience of PHILIPS super synthetic enamelled 
of Holland. 


The LEADERS USE 


EICOVIN 


copper wires 
IN MOTOR, FAN, RADIO, TRANSFORMER 
AND INSTRUMENT INDUSTRIES 


Dielectric properties 
excel B.S. specifications 
1844-1952. 


Tested for 130 
motor working 
temperature. 


Withstands severest 
winding duty. 


Excellent Adhesion. 


High resistance to | 
moisture. 


ELECTRICAL 
INDUSTRIES 
CORPORATION 


INDIA SALES CORPORATION 


20, BALLYGUNGE PARK ROAD, CALCUTTA.19 
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We have a proud record of leadership in 
the Light Engineering field. 


We are pioneers and the largest exporters 
of light engineering goods in the country. Usha Sewing Machines 
and Fans are exported to about 50 countries. 
Last year we earned valuable foreign exchange amounting 
to over a crore. 


And now we are giving Technical Know- how to other 


countries. Shortly a group of Usha Engineers 
and Technicians will be heading for Saigon and 


Colombo to help them in starting Usha Sewing 
Machine Assembly Plants. 


We look to the future with confidence and in 
a spirit of dedication to serve 
the country well. 


SEWING MACHINES & FANS 


THE JAY ENGINEERING WORKS LIMITED, CALCUTTA-31 
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RAZA BULAND SUGAR CO. LTD. 
Rampur (U.P.) 


Where we make the wnest quality white 
crystal sugar made anywhere in India! , 


ORISSA CEMENT LTD. 
Rajgangpur (Orissa) 


Where the most up-to-date equipment 
and the latest production methods make 
possible a large output of highgrade 
refractories, to meet the needs of all 
types of furnaces in the Steel, Cement, 
Glass and large mumber of other 
industries, 


DALMIA CEMENT (BHARAT)LTD. 
Dalmiapuram (Madras State) 


Where we are busy steadily producing 
“increasing quantities of cement, one of 
the essential industrial products for all 
development projects, for helping build 
the brighter tomorrow of our dreams. 


ENTERPRISES IN NATION’S SERVICE 
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JWT-CMI. 2587 


You can depend upon 
these high quality 


C PRODUCTS 


| PORTLAND CEMENT 


Backed by nearly half a century of manufacturing 
experience, ACC cement has always been renowned 
for its consistent high quality 


2 PORTAND BLAST FURNACE 
SLAG CEMENT 


An ideal cement for all general construction jobs. Special 
uses: marine structures and mass concrete (dams, etc.) 


3 SILVICRETE 
WHITE CEMENT 


Excellent for terrazzo flooring, mosaic tiles in pleasing 
pastel shades and for interior and exterior finishes 


4 LOW HEAT CEMENT 


A special cement having very low heat of hydration. 
Meant for dams or any other mass concrete construction 


5 REFRACTORIES 


High Alumina Firebricks for steel, 
cement, copper, glass and other industries 


6 ACCOSET-50 


A highly refractory mortar for 
all monolithic furnace constructions 


7 ACCOCID 


A cement which resists the corrosive 
action of acids and chemicals 


8 HEAVY MACHINERY 


Rotary kilns, stone crushers, ball and tube mills, conveyor 
equipment for cement, chemical and other industries 


THE ASSOCIATED CEMENT COMPANIES LIMITED 
The Cement Marketing Company of India Limited 
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PUMPS 
ELECTRIC MOTORS 


The pump ranks first among industrial 


machines today. The electric motor is a close 
second—next only to the pump. For 

both these most widely used industrial 
machines, your surest bet is the JYOT! mark. 


JYOTI PUMPS 


Borehole turbine pump, non-clog, 
horizontal split-casing and ‘unibuilt’ 


centrifugal pump for all purposes. 


ELECTRIC MOTORS 
Rating up to 600 H.P. Squirrel cage 
and slipring type. 


“QUALITY IS OUR CREED’ 


JYOTI CALOR-EMAG 
SWITCHGEAR raged 


Starters, circuit breakers, _ BARODA 
switchboards etc. 
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In different fields of industry - Paper & Board, Cement, 
Chemicals, Fertilisers, Plywood, Asbestos - cement, 
Vulcanised Fibre, Sugar, Vanaspati, Jute Fibre, Paper- 
1..aking Machinery, Coal, Cycles, Railways, News-papers 
pA 6 & Publications-Sahu Jains continue their pioneering 
efforts towards industrial development. 
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ROHTAS INDUSTRIES LTD. 

THE JAIPUR UDYOG LTD. 

ASHOKA CEMENT LTD. 

SONE VALLEY PORTLAND CEMENT CO., LTO. 
NEW CENTRAL JUTE MILLS CO., LTD. 
SAHU CHEMICALS WORKS 

SHREE KRISHNA GYANODAY SUGAR LTD. 
BHARAT COLLIERIES LTD. 

DEHRI ROHTAS LIGHT RAILWAY CO., LTD. 
THE ALBION PLYWOOD LTD. 
WINDUSTHAN VEHICLES LTD. 


BENNETT, COLEMAN & CO., SAHU JAIN LTD... 
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INDEX TO ADVERTISERS 


Associated Cement Companies Ltd. 
Bengal Potteries Ltd. 

Dalmia Cement (Bharat) Ltd. 
Dunlop Rubber Co. (India) Ltd. 
DCM Chemical Works, Ltd. 
Electrical Industries Corporation. 
Hindustan Lever Ltd. 
Hindustan Steel Ltd. 


Imperial Tobacco Co. of India Ltd. 


Indian Oxygen Ltd. 

Jay Engineering Works Ltd. 

Jyoti Ltd. 

Mukand Iron and Steel Works. 
Metal Box Company of India Ltd. 
Punjab National Bank Ltd. 
Standard-Vacuum Oil Co. 

Sahu Jain Ltd. 

Tata Mills Ltd. 


Serves the Nation’s 
Industry, Agriculture 
and Commerce. 


Me, 


OF EVERY DESCRIPTION 
OFFERED. 


NOTES ON CONTRIBUTORS 


v. Vv. GIRI (page 10): Governor of Kerala; has been 
Governor of UP and Union Labour Minister. 


J. M. SHRINAGESH (page 13): At present Chairman, 
Hindustan Steel Limited; has been Managing Director, 
Hindustan Aircraft, Bangalore. 


K. KHOSLA (page 21): At present Joint Agent, Tata Iron & 
Steel Company Limited; has made a special study 
of the working of different schemes of employee 
association with management. 


JOHN R. COLEMAN (page 28): Professor, Graduate School 
of Industrial Administration, Carnegie Institute of 
Technology, Pittsburg; served on the Faculties of the 
AIMA’s First and Second Advanced Management 
Programmes in India. 


S. K. PARUKH (page 31): Director, Bureau of Personnel 
Management and Human Relations and Head of the 
Department of Personnel Psychology, Tata Institute of 
Social Sciences, Bombay. 


LESLIE R. MITCHELL (page 33): Chief, ILO Management 
Development and Productivity Mission to India; 
has been Supervisory Consultant with the UK House 
of Personnel Administration Ltd. 
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